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Santer  outlines 
anti-fraud  bid  to 
save  commission 

Jacques  Santer,  European 
^Commission  president,  yesterday 
. ^proposed  tough  new  rules  of 
behaviour  covering  every  level  of 
the  European  Union  executive  in 
an  effort  to  save  his  administra- 
tion from  being  sacked.  Page  14; 
Schr&dor  backs  Commission, 
Page  2 

Ecavtt  confirmed  as  Turkish  PH 
Bulent  Ecevtt,  Turkey's  veteran 
leftwing  leader,  was  named  prime 
minister  with  the  task  of  steering 
the  country  to  April  elections 
which  ere  shaping  up  as  a fight 
between  Islamists  and  the  secu- 
larist elite.  Europe,  Page  3 

Nazarbayev  wins  Kazakh  elections 
Preliminary  resuits  shew  Kazakh- 
stan's leader  Nursultan  Nazar- 
bayev won  more  than  80  per 
cent  of  the  vote  in  Sunday’s 
presidential  election,  intama- 
llfonal,  Page  7;  Editorial  Com- 
k ment.  Page  13 


V?r- 


; 'neutral'  budget 
Oskar  Lafontalne,  Germany’s 
finance  minister,  acknowledged 
his  first  budget,  to  be  presented 
to  Cabinet  next  week,  would  be 
broadly  unchanged  from  plans 
left  by  the  former  government  of 
Helmut  Kohl.  Europe,  Page  3 

ttbitun  denies  ati  charges 
The  White  House  notified  the 
Senate  that  President  Bin  Clinton 
denied  the  charges  against  him 
In  the  Monica  Lewinsky  case, 
setting  the  stage  for  a Senate 
impeachment  trial  to  begin  in  an 
atmosphere  of  tense  confronta- 
tion. Americas,  Page  5 

Iraq  puts  pressure  on  Kuwait 
US  aircraft  bombed  an  Iraqi  mis- 
sile site  and  Kuwait  put  its  armed 
forces  on  maximum  siert  after 
Iraq  appeared  to  threaten  their 
^ border  after  a Saudi  Arabian  plan 
ft  » ease  economic  sanctions.. 

1 ^International,  Page  7 

Inspection  of  MD-11  Jets  urged 
US  transport  safety  authorities 
are  recommending  the  US  fleet 
of  McDonnell  Douglas-11  aircraft 
be  Inspected  for  possible  wiring 
flaws  after  conclusions  reached 
by  safety  Inspectors  examining 
last  year’s  crash  of  Swissair  flight 
111.  Americas,  Page 5 

Brazfl  Mocks  state  cash 
Brazil's  government  raised  the 
stakes  in  its  dispute  with  Minas 
Gerais  state,  which  last  week 
announced  a moratorium  on  debt 
payments,  by  blocking  the  trans- 
fer of  RSI  1.7m  ($9.7m)  to  the 
state  government  Page  14 

Microsoft  bunches  defence 
Microsoft,  the  most  highly  valued 
company  on  the  US  stock  mar- 
i|  iket  launches  its  defence  case, 

\ 'through  a series  of  12  witnesses, 

> ’ against  allegations  it  has  violated 
antitrust  laws.  Americas,  Page  5 

Anwar  welcomes  successor 
Anwar  Ibrahim,  former  Malaysian 
deputy  prime  minister  who  was 
jailed  and  beaten  after  being 
sacked,  welcomed  the  appoint- 
ment of  Abdullah  Ahmad  Badawi 
as  his  successor.  Asia-Pacific, 
Page  6 

Arens  hi  bid  for  Israeli  premiership 
Moshe  Arens,  a former  Israeli 
defence  minister,  announced  his 
candidacy  for  leadership  of  the 
conservative  Ukud  party  and  pre- 
miership. International,  Page  7 


BUSINESS  NEWS 


German  bank  faces 
investigation  into 
property  loans 

Bayerische  HypoVerelnsbank. 
Germany's  second  largest 
commercial  bank,  Is  under  Inves- 
tigation for  possible  Irregularities 
In  property  loans,  an  area  that 
caused  an  internal  dispute!  at  the 
bank  last  year.  Page  15 

The  Russian  government  plans 
to  generate  at  least  Rbs14bn 
($600m).from  the  sale  of  a 
25  per  cent  stake  In  Svyazlnveat, 
the  state-controlled  telecoms 
company.  European  companies. 
Page  16 

Target  the  European  Central 
Bank’s  euro  payments  network, 
a to  stay  open  late  until  the  end 
of  this  month  to  deal  wfth  unex- 
pectedly high  volumes  of  pay- 
ments at  the  end  of  the  business 
day.  Europe,  Page  2 

Agfa-Gevaert,  the  film  and  graphic 
systems  subsidiary  of  German 
chemicals  group  Bayer,  said  it 
would  buy  US  firm  Sterling  Diag- 
nostic Imaging  for  an  undis- 
closed price.  European  com- 
panies, Page  16 

Airbus  Industrie,  the  European 
aircraft  consortium,  announced 
record  orders  for  1 998,  but  still 
finished  behind  Its  rival,  Boeing 
of  the  US.  World  trade,  Page  4 

The  state-owned  UK  Post  Office 
is  taking  over  German  Parcel, 
Germany's  third  largest  private 
carrier.  Britain,  Page  8 

SKF,  the  world's  largest 
manufacturer  of  rolling  bearings, 
announced  a wide-ranging 
restructuring  of  Its  US  automotive 
operations  as  pari  of  a global 
reorganisation.  European  com- 
panies, Page  16 

English  China  Clays,  the  UK 
Industrial  minerals  and  speciality 
chemicals  company,  has 
received  an  unsolicited  £680m 
($1.14bn)  cash  offer  from  Imdtal, 
its  French  rival.  UK  companies. 
Page  22 

Novo  Nonfisk,  a Danish  drugs 
company  specialising  in  diabetes, 
wiU  donate  E4m  ($6.7m)  to  a 
centre  in  Oxford  in  the  UK  which 
aims  to  bring  together  academic 
research,  clinical  practice  and 
teaching.  Britain,  Page  8 

The  prospect  of  a merger 
between  Enterprise  Oil  and 
Lasmo,  the  UK’s  two  biggest  oil 
explorers,  was  under  threat 
after  a mostly  negative  reaction 
from  bwestora  and  analysts. 

Page  22 

Pahang  Iran  & Steel  of  South 
Korea,  the  world's  second  largest 
steelmaker,  said  it  would  reduce 
exports  by  more  than  5 per  cent 
this  year  to  avoid  possible  trade 
conflict  with  the  US.  World 
trade.  Page  4 

American  Alifines  Is  today 
expected  to  announce  a broad 
alliance  and  oocte-sharing  deal 
with  Japan  Airlines.  It  would  be 
the  latest  in  a series  of  agree- 
ments bringing  JAL  closer  to 
membership  of  Oneworid.  the 
global  airline  grouping.  Page  15 

World  Equity  Markets 

ThB  totesttrante  and  data  from  more 
fan  50  national  martote  at  a glance 
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COMBINED  GROUP  WILL  BE  CHALLENGER  TO  INTERNATIONAL  MARKET  LEADER  PHILIP  MORRIS 


BAT  agrees 
to  take  over 
Rothmans  in 
$8.6bn  deal 


By  David  Mariana 

British  American  Tobacco 
yesterday  agreed  to  take  over 
Rothmans  International  in  a 
£5.28bn  (S8.66bn)  deal  that  wffl 
take  the  combined  group  close 
behind  Philip  Morris,  market 
leader  in  the  international  ciga- 
rette market 

BAT  and  Rothmans  occupy 
respectively  second  and  fourth 
largest  positions  among  interna- 
tional cigarette  companies.  The 
new  group,  including  brands 
such  as  State  Express.  Kent, 
Rothmans  and  Dunhffl,  will  be 
selling  more  than  900bn  ciga- 
rettes a year  and  will  have  16  per 
cent  of  the  world  market  com- 
pared with  the  17  per  cent  of 
Philip  Morris,  maker  of  Marlboro. 

Tobacco  industry  analysts  were 
surprised  by  the  news  because 
both  BAT,  which  is  being  advised 
by  Lazard  Brothers  and  Goldman 
Sachs,  and  Rothmans  had  been 
co ruddered  prime  candidates  for 
negotiations  with  RJR  Nabisco 


after  speculation  that  the  US 
group  was  considering  or 
spinning  off  its  overseas  tobacco 
business,  R.J.  Reynolds  Interna- 
tional. 

One  said  that  Reynolds  had 
lost  both  Its  potential  partners 
and  would  also  be  teeing  a 
tougher  competitor. 

Martin  Broughton,  BAT  chair- 
man, described  the  deal  as  the 
first  tangible  benefit  to  spring 
from  the  demerger  of  BAT  Indus- 
tries last  summer.  Johann 
Rupert,  of  the  South  African  fam- 
ily that  made  a fortune  from 
Rothmans,  said  it  was  better  to 
be  a minority  shareholder  in  a 
bigger,  better  company  as  the 
world  tobacco  industry  continued 
to  consolidate 

After  completion,  Richemont 
and  Rembrandt  the  twin  vehicles 
of  the  Rupert  family  that  owned 
Rothmans,  will  hold  36  per  cent 
of  the  enlarged  group,  with  25  per 
cent  of  the  ordinary  shares  and  a 
further  10  per  cent  in  convertible 
preference  shares.  Richemont  is 


Perfect  match;  Johann  Rupert  outride  BAT*  London  headquarter*  yaatarday-  Richemont  and  Rembrandt,  tha  twin 
wMeha  of  the  Rupert  tamOy  that  owned  Rothmans,  wWhoU  35  per  cant  of  thaanlargad  group  Reuters 


being  advised  by  Warburg  Dillon 
Read  and  Rembrandt  is  being 
advised  by  S.G.  Hambros. 

Shares  in  BAT  jumped  84p  to 
close  at  G25p  yesterday.  Based  on 
that  price,  the  all-paper  deal  val- 
ued Rothmans  at  £5.2Bbn  and 
implied  a market  value  for  the 
new  group  of  £15  Jhn. 

Pro  forma  profits  last  year  - 
eopjndhig  goodwill  amortisation 
- would  have  been  £2.l7bn  on 


total  sales  of  £10Jhn.  The  new 
BAT  would  be  a dear  market 
leader  in  the  emerging  markets 
where  most  of  the  industry’s 
future  growth  was  expected, 
although  it  also  has  a strong 
presence  in  the  US  and  Europe. 

Annual  cost  savings  would 
reach  £250m  by  the  third  year. 

Mr  Broughton  said  the  deal, 
which  might  be  completed  in  the 
second  quarter,  would  need  the 


approval  of  the  European  Com- 
mission as  well  as  competition 
authorities  in  Australia,  Canada 
and  South  Africa. 

But  the  group  would  not  have 
gone  ahead  with  the  deal  without 
being  confident  that  any  competi- 
tion issues  could  be  resolved. 

Squaring  up  to  Marlboro,  Rags  13 
Profile  or  ttie  deal,  Page  22 
Lax,  Page  14 


Soaring  yen  adds  to  Tokyo’s  economic  ills 


By  GUBan  Teti  and  Naoko  Natnmae 
bi  Tokyo  and  Alan  Beattie  in  London 


The  Japanese  yen  yesterday 
surged  to  its  highest  level  for  28 
months  against  the  US  dollar, 
threatening  further  problems  for 
Japan’s  ailing  economy. 

. .-The  .currency  strengthened  as 
Obuchi,  Japan's  prime  min- 
ister, began  a tour  ctf  Europe's 
capitals  to  promote  the  yen  as  an 
international  currency  alongside 
the  dollar  and  euro. 

The  yen  strengthened  more 
than  Y2  in  Tokyo  to  touch  Y108.6 
to  the  dollar.  The  currency  closed 
at  Y109.3  in  London  yesterday 
but  gained  in  later  trading  to 
Y10&5.  The  currency  move  was 
partly  triggered  by  investor  con- 
cerns that  Brant's  mounting  fis- 
cal problems  could  damage  US 
fh»»n<rial  markets. 


Kqji  Tanami,  vice  ftrumca  min. 
later,  that  the  strength- 

ening was  “undesirable"  and 
pledged  that  the  government 
would  take  “necessary  measures” 
if  the  foreign  exchange  rate- 
showed  “excessively  sharp  move- 
ments”. j 

• Hie  strength  of  the  yen  also 
reflected  the  recent  rise  in  Japa- 
nese government  bond  yields, 
which  traders  suspect  could 
attract  more  capital  into  yen 
instruments.  Yields  on  the  bench- 
mark 10-year  JGB  yesterday 
closed  at  1.75  per  cent,  8 basis 
points  (0.06  of  a percentage  point) 
up  on  the  day  and  twice  their 
level  four  months  ago. 

Traders  in  the  global  currency 
markets  believe  the  yen  has  been 
driven  up  by  the  growing  unwill- 
ingness of  Japanese  investors  to 
buy  overseas  assets  with  the 


Corzine  steps  aside 
in  Goldman  reshuffle 


By  Tracy  Corrigan  and  WHam  Lflwfe 
bi  New  York 


Jon  Corzine,  one  of  Wall  Street’s 
best-known  bankers,  unexpect- 
edly stepped  down  yesterday  as 
co-chief  executive  of  Goldman 
■Sachs,  tha  top  global  investment 
bank. 

In  a management  reshuffle 
marking  a significant  power  shift 
as  Wall  Street's  leading  invest- 
ment banking  partnership  pre- 
pares to  turn  itself  into  a public 
company.  Hank  Paulson  is  to 
become  sole  chief  executive  and 
joint  nhah-man  with  Mr  Corzine. 

The  move  shocked  Goldman 
Sachs’  competitors,  coming  Just 
months  before  the  firm’s  renewed 
attempt  to  float  on  the  stock 
market. 

Mr  Paulson  described  the 
reshuffle  as  "an  orderly  transi- 
tion”, but  conceded  the  moves 
were  an  attempt  to  assure  the 
firm's  partners,  staff  and  inves- 
tors that  the  “entire  management 
team  ss  lirwari  up  behind  the  ini- 
tial public  offering”. 

As  part  erf  the  changes,  John 
Thornton,  who  runs  Goldmans’ 
Asian  operations,  and  John 
Thain,  chief  financial  officer,  are 
promoted  to  be  joint-chief  operat- 
ing officers.  The  move  Is  seen  as 
marking  them  out  as  fixture  lead- 
ers of  the  firm  and  ensuring  their 


support  for  the  IPO.  A new  chief 
financial  officer  will  be  appointed 
later  in  the  year. 

During  the  partnership's  IPO 
debate  last  year,  Mr  Thornton 
was  known  to  have  argued 
strongly  against  the  firm  float- 
ing, stating  that  it  should  engage 
directly  in  a transforming 
merger. 

Goldman  said  yesterday  that 
52-year-old  Mr  Corzine,  who  has 
led  the  drive  to  take  the  firm 
public  and  end  its  180  years  of 
partnership,  would  continue  as 
senior  partner  as  well  as  co-chair- 
man. However,  executives 
suggested  it  was  undear  whether 
he  would  hold  this  position  mice 
the  firm  floats,  likely  in  early 
summer. 

Mr  Corzine  Is  said  to  have 
made  the  decision  to  step  aside 
following  discussions  with  other 
members  of  Goldman  Sachs’  five- 
man  executive  committee.  They 
are  Mr  Paulson,  Mr  Thain,  Mr 
Thornton  and  Robert  Hurst,  vice 
chairman. 

Mr  Corzine  said  “it  was  the 
right  time  to  get  this  coherence", 
referring  to  the  new  management 
structure.  A senior  person  at  the 
firm  said  it  was  “an1  emotional 
day”  for  Mr  Corzine. 


Lax.  Page  14 

Goldman  IPO  takes  o twist,  Page  20 
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fhnds  derived  from  the  country's 
current  account  surplus. 

The  rise  in  JGB  yields  may 
have  encouraged  this  by  attract- 
ing capital  back  to  Japan,  or  it 
may  be  evidence  that  Japanese 
investors  are  taking  flight  from 
all  but  safe,  short-term  yen- 
denominated  assets.  - — 

"The  lcey  to  the  situation  could 
be  an  increase  in  risk  aversion  on 
the  part  of  Japanese  investors," 
said  Ravi  Bnlchandani,  senior 
currency  economist  at  Morgan 
Stanley  Dean  Witter  in  London. 

“Only  a shift  into  yen  cash  by 
these  investors  can  explain 
simultaneous  sell-offs  in  Japa- 
nese stocks  and  bonds,  the 
strength  of  the  yen  and  the 
robustness  of  the  short  end  of  the 
yield  curve.” 

The  Bank  of  Japan  did  not 
appear  to  have  intervened  in  the 


currency  markets  yesterday  and 
government  officials  Indicated 
that  the  Rank  remained  strongly 
opposed  to  suggestions  that  it 
should  reduce  bond  yields  by  pur- 
chasing more  JGBs. 

The  Trust  Fund  Bureau,  a state 
institution  which  has  tradition- 
ally absorbed  a huge  part  erf  the 
hoods  issued  by  the  government, 
has  recently  indicated  that  it  will 
stop  most  purchases  of  JGB’s  this 
year. 

Some  politicians  and  govern- 
ment officials  want  the  Bank  to 
buy  more  JGBs  to  reduce  the 
bond  yield  and  weaken  the  yen. 
But  the  Bank  has  become 
increasingly  alarmed  at  the 
expansion  of  Its  balance  Bheet, 
which  rose  to  YSl.OOOhn  in 
December,  27  per  cent  higher 
than  a year  earlier  .and  is  seeking 
to  cut  its  assets. 
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CORRUPTION  ALLEGATIONS  GERMAN  CHANCELLOR  SEEKS  TO  HEAD  OFF  VOTE  WITH  PROPOSALS  TO  COMBAT  EU  FRAUD 


Schroder  backs  Commission  in  censure  dispute 


By  Ralph  Atkins  in  Bonn 


Gerhard  Sc  hr  Oder,  German 
chancellor,  yesterday  backed 
the  European  Commission  in 
its  clash  with  the  European 
parliament  over  corruption 
allegations  and  sought  to 
head  off  a censure  vote  by 
European  MPs  with  addi- 
tional proposals  for  combat- 
ing EC  fraud. 

Speaking  after  a joint 
meeting  between  the  Com- 


mission and  the  German 
cabinet  Mr  Schroder  voiced 
alarm  that  a censure  vote  by 
the  European  Parliament  on 
Thursday  could  force  the 
Commission’s  resignation. 
With  Germany  holding  the 
EU  presidency  and  embark- 
ing on  an  ambitious  reform 
agenda,  he  said  he  needed  a 
“stable"  Commission  that 
was  “able  to  act" 

Hie  censure  moves  were 
triggered  when  MEPs  voted 


against  signing  off  the  EU*s 
1996  accounts  after  allega- 
tions of  mismanagement  and 
fraud  in  EU  programmes. 

Mr  Schroder  insisted  the 
Commission  had  investi- 
gated "to  the  extent  of  its 
possibilities'*  allegations 
against  individual  commis- 
sioners and  commission 
employees.  The  European 
Commission  had  also 
stepped  up  the  fight  against 
corruption  with  plans  for 


a new  anti-fraud  unit. 

But  the  chancellor  said 
that,  in  his  talks  with  Jac- 
ques Santer,  Commission 
president,  he  had  discussed 
how  Europe's  institutions  - 

inriTiflvng  the  parMamsart  - 

could  be  integrated  into  the 
work  of  the  anti-fraud  unit 
and  bring  anti-corruption 
procedures  under  political 
control.  He  hoped  his  sug- 
gestions would  provide 
"additional  proof  that  alle- 


gations would  be  investi- 
gated seriously.  His  sugges- 
tions appeared  to  be  aimed 
at  assuaging  fears  by  MEPs 
that'  the  European  Conning- 
sion  would  have  too  great  an 
over  the  planned 
anti-fraud  unit,  proposals  for 
which  were  announced  by 
Brussels  in  December. 

Mr  Sctorhder  stopped  short 
of  railing  publicly  for  MEPs 
of  his  Social  Democratic 
party  to  back  tile  Commis- 


sion. But  the  chancellor 
hoped  MEPS  would  “look  for- 
wards" and  put  the  Longer 
term  Interests  of  Europe 
above  “irritations"  created 
largely  by  misunderstand- 
ings. He  refused  to  comment 
on  the  possibility  that  indi- 
vidual commissioners  could 
be  sacked,  but  noted  that  Mr 
Santer  bad  described  the  20- 

strong  team  of  commission- 
ers as  a “unit”. 

Mr  Santer,  who  added  that 


the  European  Court  of  Audi- 
tors could  also  be  given  a 
strengthened  role  under  MT 
Schrader’s  scheme,  promised 
to  relay  the  proposals  to  the 
European  parliament. 

Separately.  Mr  Schrader 
reiterated  his  determination 
to  reach  a deal  on  the 
so-called  “Agenda  2000 

package  of  financial  and 

other  reforms  under  Ger- 
many’s six-month  EU  presi- 
dency. That  would  include. 


crucially,  reform  of  agricul- 
tural policy  and  Mr  SchrCder 
admitted  German  farmers 
could  be  left  off- 
"Everyone,  must  be  pre- 
pared to  make  - compro- 
mises." Mr  Schrbdcr  said. 
Despite  the  short  time  left 
and  the  conflicting  national 
interests  at  stake.  Mr  Schrd- 
der  said:  “l  have  become 
more  confident  that  alt  the 
[member]  states  have  mi 
interest  in  this.” 


EUROPEAN  PARLIAMENT  POLITICAL  GROUPS  SPLIT  OVER  TACTICS  IN  ANTI-FRAUD  CAMPAIGN  □ TIMETABLE  UP  TO  THURSDAY  MORNING'S  VOTE  □ MARIN  AN0_CRgS0N  TARGETED . 

MEPs  shy  away  from  ‘nuclear  option’  against  sleaze 


By  Nefl  Buddey  in  Strasbourg 

The  corridors  and  committee 
rooms  of  the  European  Par- 
liament are  alive  with  the 
sound  of  multilingual  schem- 
ing at  the  best  of  times.  For 
the  next  two  days,  the  whis- 
pers could  grow  deafening. 

Parliament  members  - the 
European  Union's  directly 
elected  representatives  - 
must  decide  whether  to  back 
either  of  two  censure 
motions  to  sack  the  20  com- 
missioners who  head  the 
Brussels  bureaucracy  over 


claims  of  sleaze  and  misman- 
agement. 

This  is  within  their  pow- 
ers. but  it  requires  a hefty 
“double  majority”  of  at  least 
half  of  aD  626  MEPS.  plus 
two-thirds  of  votes  cast. 

Alternatively,  MEPs  could 
try  to  sack  individual  com- 
missioners. Officially,  they 
have  no  power  to  do  this. 
But  some  - Including  Wim 
Kok,  Dutch  prune  minister  - 
have  suggested  a simple 
majority  vote  against  any 
commissioner  would  be  diffi- 
cult for  Brussels,  or  EU 


member  states,  to  ignore. 

“MEPs  are  going  to  be 
negotiating  about  this 
behind  closed  doors  right 
through  to  Thursday  room- 
ing," one  parliament  official 
said  yesterday. 

The  timetable,  at  least,  is 
dear.  Political  groups  have 
nntil  4pm  today  to  finwligg 
any  resolutions  demanding 
that  individual  commission- 
ers stand  down.  One  has  so 
far  been  proposed,  by  parlia- 
ment's third-1  argest  group, 
the  European  liberal  Demo- 
crats, demanding  the  resig- 


□f  commissioners 
Marin  and  Edith 


Lafontaine  retreats 
from  the  ‘T’  word 

The  notion  of  target  zones  for  the  leading  global  currencies  has 
irked  central  bankers.  Wolfgang  Munchau  reports 


ECBwatcfi 


Oskar  Lafontaine,  German 
finance  minister,  last  year 
provoked  an  outcry  among 
central  bankers  when  he 
proposed  exchange  rate  “tar- 
get zones"  for  the  leading 
global  currencies  - arrange- 
ments under  which 
exchange  rates  can  fluctuate 
against  each  other  within 
previously  agreed  margins. 

But  the  German  govern- 
ment has  since  been  toning 
down  its  rhetoric.  It  appears 
Mr  Lafontaine  may  now  be 
open  to  an  exchange  rate 
policy  that  falls  short  of  spe- 
cific target  zones. 

Keizo  Obuchi,  the  Japa- 
nese prime  minister,  has 
also  been  drumming  up  sup- 
port for  an  exchange  rate 
policy  to  stabilise  the  value 
of  the  dollar,  the  euro  and 
the  yen. 

Mr  Obuchi.  who  yesterday 
met  Gerhard  Schroder,  Ger- 
man chancellor,  did  not  call 
for  explicit  exchange  rate 
target  zones  either  but  opted 
for  more  nebulous  policy 
“co-ordination”.  This  may 
sound  like  semantics,  but 
the  debate  is  as  much  about 


the  appropriate  form  of 
words  as  it  is  about  sub- 
stance. 

And  where  does  the  Euro- 
pean Central  Bank  stand? 
Like  most  other  central 
banks,  it  rejects  explicit  tar- 
get zones  as  inconsistent 
with  its  primary  objective  of 
achieving  price  stability.  But 
thi<  does  not  mean  the  ECB 
is  indifferent  to  the  euro's 
exchange  rate. 

On  the  contrary.  Wim 
Duisenberg,  president  of  the 
BOB,  has  said  repeatedly  the 
bank  will  not  follow  a policy 
of  benign  neglect.  In  a recent 
Financial  Times  interview 
he  went  further,  declaring 
the  ECB  would  not  tolerate 
an  exchange  rate  that  would 
render  European  industry 
uncompetitive.  He  was  also 
concerned  about  exchange 
rate  volatility  between  the 
euro  and  the  dollar. 

In  other  words,  the  ECB  is 
not  going  to  be  a mere  spec- 
tator if  the  exchange  rate  of 
the  euro  should  gyrate 
wildly  or  settle  at  an 
extremely  high  rate.  Otmar 
Issing.  chief  economist  of  the 
ECB,  said  the  exchange  rate 
was  earmarked  specifically 
as  one  element  in  a basket  of 
policy  indicators  that  influ- 
ences the  ECB’s  monetary 
policy.  An  overvalued 
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nations 
Manuel 
Cresson. 

‘ Groups  have  until  Ham 
tomorrow  to  decide  whether 
they  mu  unite  around  par- 
ticular resolutions.  Their 
leaders  meet  tomorrow  after- 
noon to  decide  the  order  for 
Thursday's  11am  vote. 

The  “nuclear  option*  of  a 
censure  vote  against  the 
commission  looked  unlikely 
yesterday.  Parliament's  larg- 
est groups,  the  Socialists, 
with  214  members,  and  cen- 
tre-right European  People’s 


party,  with  202,  were  deeply 
split  on  the  issue.  The  Liber- 
als have  already  indicated 
they  prefer  to  target  individ- 
uals. 

The  Socialists  are  in  the 
stickiest  position.  Having 
called  the  censure  motion 
aiming  to  use  It  as  a confi- 
dence vote  and  back  the 
Commission,  they  have 
watched  as  the  danger  has 
grown  that  their  tactics 
would  backfire. 

PaUline  Green,  the  social- 
ist leader,  annniTnwvi  a high- 
risk  policy  shift  last  week. 


suggesting  her  group  might 
hack  the  censure  motion  if 
other  groups  attempted  to 
sack  Individuals.  “We  do  not 
have  the  institutional  right 
to  cherry-pick  among  com- 
missioners,” she  told  the 
parliament  yesterday. 

Other  groups  saw  this  as 
an  attempt  to  frighten  them 
off.  But  some  Socialists  said 
that  no  matter  what  the  tac- 
tics, they  could  not  vote  for 
censure.  “There  are  no  cir- 
cumstances that  I can  fore- 
see at  the  moment  that 
would  have  me  voting  for  a 


censure.”  said  Lord  Tomlin- 
son, a British  Labour  MEP 
who  has  been  an  active  anti- 
fraud campaigner.  He  rea- 
soned that  many  of  the  alle- 
gations against  the  Commis- 
sion were  unproven. 

The  16  french  Socialists 
have  demanded  that  the 
motion  be  withdrawn  - and 
have  removed  their  signa- 
tures from  It  - while  Ger- 
man Socialists  are  split 
down  the  middle. 

A second  censure  motion, 
proposed  yesterday  by  the 
small,  anti-integracionist. 


Independent  Europe  of  the 
Nations  group,  aimed  specifi- 
cally at  toppling  the  Com- 
mission, seemed  unlikely*  to 
win  support. 

The  big  question  is 
whether  groups  can  unite 
around  attempts  to  target 
individual  commissioners. 

That  could  be  difficult. 
The  Liberals  and  Greens 
want  to  target  only  two  - Mr 
Marin  and  Mrs  Cresson  - 
while  many  EPP  members 
agree  on  the  approach  of  tar- 
geting individuals,  but  not 
on  how  many. 


Switzerland  ponders  relations  with  Ell  trade  partners 


erchange  rate  would 
increase  momentum  to  ease 
monetary  policy,  suggesting 
the  ECB  does  have  an 
exchange  rate  policy  of  sorts 
- even  if  that  does  not 
involve  a specific  target 

The  Maastricht  Treaty, 
specifies  two  types  of  possi- 
ble exchange  rate  policies: 
informal  arrangements, 
which  require  accord  from 
only  a qualified  majority  of 
EU  finance  ministers  for 
approval.  or  formal 
exchange  rate  systems, 
which  would  require  una- 
nimity. The  ECB  has  to  be 
consulted  on  both  occasions. 

Only  the  informal  route 
has  any  chance  of  building 
consensus  among  central 
bankers  and  politicians.  The 
US  administration  opposes 
target  zones,  but  may  also  be 
open  to  less  stringent  poli- 
cies. Washington  has  an 
interest  in  preventing  a col- 
lapse in  the  dollar,  which 
could  trigger  a protectionist 
backlash  in  the  coming  pres- 
idential election  campaign. 

When  finance  ministers 
and  central  bankers  get 
together  to  discuss  the  issue 
at  the  Group  of  Seven  meet- 
ing on  February  20,  there 
may  be  some  room  for  com- 
promise after  all.  They  just 
have  to  avoid  the  T"  word. 


Is  the  recent  accord 
in  Vienna  a first  step 
towards  eventual 
Union  membership 
or  is  it  the  final 
chapter  in  the 
normalisation  of 
trade  ties? 

William  Hall  reports 

Switzerland  is  not  known 
for  hasty  decision-mak- 
ing. it  has  taken  almost 
five  years  to  hammer  out 
last  month’s  bilateral 
trade  agreement  with  the 
European  Union  and  the 
accord  could  still  be  rejected 
by  popular  referendum. 

The  earliest  it  can  come 
into  force  is  2601  and  some 
provisions  will  take  another 
12  years  to  implement. 

But  the  initial  Swiss 
euphoria  which  greeted  the 
agreement  at  last  month’s 
EU  summit  in  Vienna  hag 
been  replaced  by  a nagging 
realisation  that  the  accord 
has  not  resolved  the  central 
question  about  Switzerland's 
relations  with  Europe. 

Does  it  mark  the  first  step 
towards  eventual  member- 
ship of  the  EU,  or  is  it 
the  final  chapter  in  the  nor- 
malisation of  trade  relations 
with  its  biggest  trading  part- 
ner? 

Hans  van  den  Broek,  the 
EU  commissioner  in  charge 
of  the  negotiations,  has 
described  the  accord  as  an 
interim  step  and  highlighted 
Switzerland’s  dilemma  by 
adding  that  it  was  “up  to  the 
Swiss  to  decide  what  it  was 
a step  towards’’. 

Some  Swiss  ministers 
would  love  to  play  on  the 
wider  European  political 
stage.  Others  are  more  scep- 
tical given  that  joining  the 
EU  would  undermine  the 
more  cherished  aspects  of 
Swiss  direct  democracy  and 
- if  current  conditions  pre- 
vailed - would  result  in  a 
doubling  of  the  country’s 
interest  rates. 

The  arrival  of  the  EU's 
single  currency,  the  euro,  is 
one  obvious  reason  why 
Switzerland  can  no  longer 
afford  to  Ignore  Europe. 

It  will  increasingly 
compete  with  the  Swiss 
franc  in  domestic  payments 
traffic  and,  if  things  go 
wrong,  could  trigger  huge 
inflows  of  hot  money  which 
would  undermine  the 
country’s  export 
competitiveness,  which  is 
the  main  engine  of  the 
country’s  economic  growth. 

The  release  of  a Swiss 
government  report  later  this 
month  on  the  advantages 
and  disadvantages  of 
European  integration  is 


another  reason  why  the 
debate  over  Switzerland’s 
future  role  in  Europe  will 
top  Switzerland's  political 
agenda  in  1999. 

The  pro-EU  and  anti-EU 
lobbies  in  Switzerland  are 
likely  to  use  its  contents  to 
advance  their  own  cases  in 
the  run-up  to  the  national 
elections  in  October. 

Switzerland,  a land-locked 
Alpine  state  of  7m  people, 
has  always  profited  from 
being  the  odd  man  out  in 
Europe. 

It  remained  neutral  during 
two  world  wars  and  has 
stubbornly  refused  to  join 
the  United  Nations,  Nato 
and  the  EU. 

Yet  it  Is  more  European 
than  most  of  its  neighbours, 
surrounded  by  four  EU 
countries  - Germany. 
Austria,  France  and  Italy  - 
and  shares  their  languages. 
It  is  the  EU’s  third  biggest 
trading  partner  and  a large 
part  of  EU  traffic  between 
north  and  south  Europe  is 
funnelled  through 
Switzerland’s  strategically 
located  Alpine  tunnels. 

Switzerland  adapts  an 
Increasing  number  of  its 
laws  to  meet  EU 
requirements,  without 
having  any  say  in  their 
formulation,  and,  as  one  of 
the  world’s  richest  countries, 
Switzerland  would  be  a 
valuable  net  contributor  to 
the  EU  budget.  But  the 


country  remains  split  down 
the  middle  on  the  wisdom  of 
joining  the  EU. 

The  latest  opinion  poll  on 
Swiss  German  TV  showed 
that  51  per  cent  of  the 
population  favoured  joining 
the  EU  but  at  the  same  time 
the  number  opposed  rose 
from  37.5  per  cent  to  42  per 
cent  at  the  expense  of  the 

LAUNCH  OF 
THE  EURO 


“don’t  knows".  The  Swiss 
government  has  long  been 
keen  to  form  closer  ties  with 
Europe. 

But  its  proposal  to  join  the 
European  Economic  Area 
(EEA)  in  1992  was  rejected  in 
a referendum  by  50.3  per 
cent  of  the  Swiss  electorate. 
Ever  since  then  it  has  been 
negotiating  from  a position 
of  weakness  as  it  has  tried  to 
claw  back  some  of  the 
benefits  of  associate  EU 
status  from  the  wreckage  of 
the  previous  negotiations. 

it  has  had  to  maim  more 
concessions  than  it  would 
like,  particularly  in  the  area 
of  accepting  lower  trans- 
Alpine  road  tolls  and  the 
entry  of  49-tonne  trucks,  to 
win  some  of  the  benefits 
enjoyed  by  ETC  members. 

Switzerland  already  has  a 
free  trade  agreement  with 


the  EU  and  the  latest  deal 
focuses  on  removing  the 
sorts  of  non-tariff  barriers 
that  lead  to  delays  at  border 
crossings  and  generate  extra 
paperwork  in  terms  of 
meeting  EU  standards  and 
certifications. 

Younger  Swiss  will  also 
have  better  opportunities  to 
train  and  work  abroad. 

“We  are  no  longer  boxed 
in  as  before."  said  one  senior 
businessman. 

Putting  a value  on  the 
agreement,  which  covers 
seven  dossiers  - road  and 
air  transport,  free  movement 
of  people,  public 
procurement,  research, 
agriculture  and  mutual 
recognition  of  trade 
standards,  is  tricky. 

Some  have  suggested  that 
it  will  cost  Switzerland 
between  SFr550m  and 
SFrgSOm  (S395m  and  $6S0m) 
a year  through  extra 
contributions  in  areas  such 
as  joining  EU  research 
projects. 

However.  Swissair,  the 
national  airline,  believes  it 
will  save  SFrooom  a year  by 
removing  its  competitive 
disadvantages  vis  6 vis  other 
ED  carriers. 

Edwin  So  mm.  president  of 
the  Swiss  machinery 
manufacturers’  association 
estimates  that  not  baving 
free  access  to  EU  markets 
has  cost  his  members  about 
SFribu  in  lost  orders. 


The  Swiss  economy,  once 
held  up  as  a European 
growth  model,  has  stagnated 
for  most  of  the  1990s,  and  Its 
weak  performance  has  been 
partly  blamed  on 
Switzerland’s  isolation  from 
Europe. 

According  to  one  estimate 
the  bilateral  accord  with  the 
EU  will  raise  Swiss 
economic  growth  by  05  per 
cent  a year  which  would  be 
a considerable  boost  given 
that  the  Swiss  economy  is 
unlikely  to  grow  by  more 
than  1.5  per  cent  next  year.  . 

The  immediate  priority  for 
the  Swiss  government  is  to 
ensure  that  the  new 
agreement  does  not  suffer 
the  same  humiliating  fate  as 
its  abortive  bid  to  join  the 
EEA  six  years  ago. 

Christoph  Blocher,  a 
successful  businessman  yrfi 
Switzerland’s  best-known 
rightwing  politician,  is  likely 
to  make  life  difficult  for- 
Switzerland’s  coalition 
government  by  emphasising 
the  anti-EU  card  In  his 
election  campaign. 

Already  19  per  cent  of  the 
Swiss  population  are  foreign 
and  the  prospect  of  their 
numbers  being  swelled  by 
the  latest  agreement,  plus 
Fears  about  a resultant 
avalanche  of  40-tonne  EU 
trucks  blocking  Swiss 
highways,  should  provide  Mr 
Blocher  with  powerful 
ammunition. 


Target’s  late  opening  is  extended 


By  George  Graham, 
Banking  Editor 


Target,  the  European 
Central  Bank’s  euro  pay- 
ments network,  is  to  stay 
open  late  until  the  end  of 
this  month  in  an  effort  to 
deal  with  unexpectedly  high 
volumes  of  payments  that 
have  clogged  the  system  at 
the  end  of  the  business  day. 

The  ECB  announced  yes- 
terday that  until  January  29, 


Target’s  closing  time  would 
be  extended  from  6pm 
Frankfort  time  to  7pm.  But 
the  central  bank  blamed 
problems  on  some  commer- 
cial banks'  failure  to  format 
Target  payments  messages 
correctly,  and  said  bank 
using  the  extra  hour  would 
face  an  additional  charge  of 
€15  ($17)  per  payment 
This  is  a punitive  charge, 
and  compares  with  a normal 
maximum  rate  of  €1.75  per 


Target  payment.  Heavier 
users  of  the  Target  system 
get  a discount  and  usually 
pay  only  €0.80  per  payment 
The  extra  hour  is  intended 
only  to  allow  banks  to  dear 
up  interbank  payments 
flows.  The  cut-off  for  cus- 
tomer payments  remains 
5pm.  The  central  bank  said 
it  had  no  intention  of  extend- 
ing closing  times  beyond  the 
end  of  January, 

The  ECB  said  most  of  the 


problems  experienced  by 
Target  had  stemmed  from 
the  concentration  of  pay- 
meat  flows  at  the  end  of  the 
day  and  from  "difficulties 
experienced  by  several 
banks  in  adapting  to  the  Tar- 
get rules  and  creating  Tar 
get-compliant  messages" 

The  central  bank  ureed 
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as  Turkish  PM 


Bulent  Ecevit,  Turkey’s 
veteran  leftwing  leader,  was 
named  yesterday  as  Tur- 
key's new  prime  minister 
with  the  task  of  steering  the 
country  to  April  elections 
which  are  shaping  up  as  a 
fight  between  Islamic 
the  secularist  elite.  Reuters 
reports  from  Ankara. 

Turkey  had  been  without 
an  established  government 
since  a conservative-led 
coalition  collapsed  last 
November  over  corruption 
allegations.  In  the  power 
vacuum,  friction  between 
Ikiigfous  activists  and  the 
Vjecularist  army  has  risen. 

' President  Suleyman  Demi- 
rel  agreed  to  Mr  Ecevit’s 
minority  government,  expec- 
ted to  win  a parliamentary 
vote  of  confidence  set  for 
Sunday. 

The  new  cabinet  is  com- 
posed of  members  of  his 
Democratic  Left  party  plus 
three  independents.  It  is 
backed  in  the  national 
assembly  by  two  rival  con- 
servative factions. 

Leading  cabinet  members 
such  as  TsmaiT  Cem,  foreign 
minister,  and  Zekeriya  Temi- 
zel.  finance  minister, 
retained  their  posts  in  the 
new  government. 

Former  education  minister 
/•fikmet  Ulugbay  was  pro- 
i Aoted  to  deputy  prime  min- 
Jfier.  Moving  him  away  from 
Afe  education  portfolio  was 
An  apparent  attempt  to  pla- 
cate Moslem  traditionalist 


Eeevib  minority  government 
expected  to  win  a parfiamaotary 
vote  of  corAdence  on  Sunday 

MPs  who  opposed  Mr  Ulug- 
bay’s  attempts  to  purge 
teachers  and  officials  sus- 
pected of  Islamist  sympa- 
thies. 

Mr  Ecevit.  the  number  two 
in  the  previous  government, 
is  a staunch  secularist  seen 
by  the  generals  as  a safe  pair 
of  hands  in  times  of  trouble. 

He  is  best  known  abroad 
as  the  man  who  ordered  Tur- 
key’s 1974  invasion  of 
Cyprus  in  response  to  a 
Greek  Cypriot  coup. 

Mr  Ecevit  73,  urged  voters 
on  Sunday  not  to  support 
the  Islam-based  Virtue  party 
in  the  election  on  April  18. 

He  warned  the  Islamists 
not  to  bring  up  a dispute 
over  a ban  on  Islamic- 
style  heads  carves  in  the 


run-up  to  election  day. 

The  Islamists  are  tipped  to 
do  well  despite  having  been 
forced  by  the  army  to  relin- 
quish power  18  months  ago 
after  winning  an  election  in 
1995. 

Virtue  has  dropped  much 
of  the  religious  rhetoric  that 
marked  the  previous 
Islamist  push  for  power. 

The  Islamists  have  quietly 
shelved  plans  for  an  “Islamic 
currency’*  and  Moslem 
defence  alliance,  and  now 
say  they  back  Turkey's  bid 
to  join  the  European  Union. 

But  the  change  of  tone  has 
not  impressed  the  army, 
which  has  staged  three 
coups  since  1960.  The  gener- 
als warned  at  the  weekend 
that  Virtue  could  be  out- 
lawed for  allegedly  threaten- 
ing democracy  and  Turkey's 
secular  constitution. 

“Our  democracy  will  be 
strengthened  if  pniwrat  for- 
mations that  will  destroy 
democracy  by  abolishing  sec- 
ularism are  banned,"  a pam- 
phlet issued  by  the  armed 
forces  said. 

The  Islamist  Welfare 
party,  Virtue’s  predecessor, 
was  disbanded  by  the  consti- 
tutional court  last  year  for 
sedition  after  a legal  process 
that  lasted  more  than  six 
months. 

Its  ageing  leader  Necmet- 
tin  Erbakan,  Turkey’s  first 
Islamist  prime  minister,  was 
banned  from  political  leader- 
ship until  2003. 


Lafontaine  to  Unity  of 
present  ‘neutral’  j^ntch 

first  budget  breaks  up 


Soaring  crime  rate 
in  Milan  has  - 
prompted  Rome:  to  - 
send  in  extra  800 
policemen,  writes 
Paul  Betts 

After  nine  murders  in  the 
first  nine  days  of  the 
new  year,  Milan,  the 
Italian  capital  of  finance  and 
fashion,  has  become  the  pro- 
verbial “city  gripped  by 
fear”.  Milan  is  suffering  an 
unprecedented  crimewave 
that  yesterday  prompted 
Rome  to  gpnri  an  aHriitlonai 
800  policemen  to  patrol  the 
streets  of  the  northern 
metropolis. 

“We  won't  allow  Milan  to 
become  like  Chicago  in  the 
1330s,”  said  Diego  Masi,  the 
undersecretary  of  state  at 
the  interior  ministry. 

With  the  city,  Italy’s  rich- 
est, gripped  by  rising  popu- 
lar paranoia  - “it’s  the  Wild 
West  without  a decent  sher- 
iff," the  head  of  a Milan  resi- 
dential association  remarked 
- Massimo  d’Alema.  the 
prime  minister,  is  due  to 
chair  an  emergency  meeting 
In  Milan  today  to  take  stock 
of  the  situation. 

After  the  latest  murder  on 
Saturday  of  a tobacconist 
during  a hold  up,  thousands 
of  citizens  demonstrated  in 
the  streets  of  the  city  asking 
the  authorities  for  quick  and 
effective  steps  to  combat 
crime. 

Sunday,  the  tenth  day  of 
the  new  year,  was  the  first 
to  pass  without  a murder, 
but  a passerby  was  badly 
injured  in  a knife  attack  on  a 
street  in  the  city's  Chinese 
district.  Several  other  people 
have  been  injured  in  gang- 
land shoot-outs,  muggings  or 
robberies. 

The  government  In  Rome 
acknowledged  yesterday  that 


Designer  GUanfranco  Ferre  (waving),  who  presented  Ns  men's  collection  in  Milan  on  Sunday  night,  has  played  down  crime  fears  AP 


Milan,  which  has  averaged 
between  40  and  45  homicides 
annually  in  recent  years, 
was  feeing  a crime  emer- 
gency. The  separatist  North- 
ern League  mayor  of  Sao 
Genesio  has  even  proposed 
dosing  his  small  neighbour- 
ing town  at  night  to  protect 
its  3,000  residents.  Only  one 
of  the  town's  four  access 
roads  would  stay  open,  and 
this  would  be  monitored  by 
voluntary  guards. 

Many  blame  the  rise  in 
crime  on  illegal  immigrants, 
especially  from  Albania  and 
the  former  Yugoslavia, 
attracted  to  the  city  over  the 
past  few  years  by  its  wraith. 

Gabriele  Albertini,  Milan’s 
rightwing  mayor,  said  the 
city  had  become  “the  centre 
of  illegal  immigration  in 


Italy,  if  not  of  all  of  Europe”. 

In  a newspaper  yesterday, 
Mr  Albertini  said:  “In  Milan 
300  illegal  immigrants  arrive 
every  day  while  a total  of  277 
were  expelled  from  the  coun- 
try last  year.  We  have  65,000 
requests  from  immigrants 
applying  for  legal  papers 
compared  with  61,000  in 
Rome,  which  has  lm  more 
inhabitants  than  Milan." 

Local  politicians,  the 
church,  and  ordinary  citi- 
zens acknowledge  that  not 
all  illegal  immigrants  are 
criminals.  But  along  with 
the  Rome  authorities  they 
say  Milan  has  now  become 
the  target  of  criminal  organi- 
sations not  just  from  the  old 
Italian  south  but  also  from 
Albania,  Croatia  and  Russia. 

These  gangs  control  the 


prostitution  and  drugs  rack- 
ets, as  well  as  the  growing 
army  of  professional  beggars 
at  road  intersections.  This 
has  led  to  an  alarming  rise 
in  gang  warfare  over  terri- 
tory. 

Milan,  a demoralised  city 
that  has  never  fully  recov- 
ered from  the  impact  of  the 
“tangentopoli”  or  “bribes- 
viHe"  scandals  of  the  early 
1990s,  had  been  seeking  to 
polish  its  image  and  revive 
its  status  as  an  important 
European  financial  centre  in 
the  age  of  the  euro. 

It  now  also  claims  to  be 
the  world  fashion  capital. 
But  the  crimewave  has  even 
upstaged  the  current  annual 
men's  fashion  shows.  Nicola 
Trussardl,  the  fashion 
designer,  said  he  was  consid- 


ering designing  bullet  proof 
waistcoats. 

A year  ago,  Milan  invited 
Rudolph  Giuliani,  the  tough 
mayor  of  New  York  credited 
with  dramatically  cutting 
crime  in  the  “Big  Apple”,  to 
advise  it  on  crime  control. 
Mr  Giuliani  did  not  come  but 
gave  an  interview  yesterday 
to  Milan's  Corriere  della 
Sera  suggesting  the  city 
adopt  his  “zero  tolerance” 
approach. 

Not  everybody  is  gripped 
by  fear.  Gianfranco  Ferre, 
another  fashion  designer, 
songbt  to  play  down  local 
hysteria.  The  rise  in  crime, 
he  said,  reflected  Milan's 
coming  of  age  as  “Italy's 
most  European  city",  a 
melting  pot  of  nationalities, 
races  and  religions. 


By  Ralph  Atkins  and  Frederick 
StOdemarai  hi  Bonn 


Oskar  Lafontaine, 
Germany's  finanrp  minister, 
yesterday  acknowledged  his 
budget,  due  to  be  pres- 
ided to  cabinet  next  week. 
Adjould  be  broadly  unchanged 
from  plans  left  by  the  former 
government  of  Helmut  KohL 
Against  a deteriorating 
economic  background,  he 
bad  agreed  a “relative  neu- 
tral" revised  budget  for  1999, 
Mr  Lafontaine  said.  “That 
means  it  will  be  neither 
expansionary  nor  contain 
elements  of  a strong  consoli- 
dation." 

His  comments  came  as 
finance  ministry  figures  on 
manufacturing  orders  high- 
lighted Germany's  economic 
slowdown  since  the  end  of 
last  year.  Overall,  orders  fell 
by  1.6  per  cent  between 
October  and  November, 
while  overseas  orders  were 
down  2.4  per  cent 
Mr  Lafontaine  said  the 
jLVtpected  slowdown  in  eco- 
nomic growth  meant  strict 
Tiudget  consolidation  could 
not  be  justified. 

But  despite  bis  repeated 
calls  for  a greater  focus  on 
demand-orientated  policies 
in  Europe,  Mr  Lafontaine 
also  reigned  back  any  ambi- 
tion to  expand  government 
spending  to  stimulate  eco- 
nomic activity. 

Last  week  he  confirmed 
the  new  government  would 
abide  by  the  constitutional 
requirement  that  new  bor- 
rowings do  not  exceed 
investment  spending. 

He  is  expected  to  stick 
broadly  to  overall  1999  bud- 
get plans  drawn  up  by  Theo 
Waigel,  the  former  finance 


minister.  These  envisaged 
federal  spending  of 
DM465.3bn  (€238bn,  $4fl2bn), 
compared  with  the 
DM463.4bn  Mr  Waigel  had 
budgeted  for  1998. 

Net  borrowing  would  have 
fallen  to  DM56.2bn  from 
DM56.4bn  last  year. 

Mr  Lafontaine  also 
acknowledged  little  progress 
would  be  made  this  year  in 
cutting  unemployment.  He 
expects  2 per  cent  growth 
this  year  but  most  econo- 
mists believe  gross  domestic 
product  needs  to  be  rising  by 
about  2£  per  cent  for  job  cre- 
ation to  take  off. 

Meanwhile,  Germany's 
employers  groups  have 
taken  to  cyberspace  in  a ted 
to  solve  the  worsening  prob- 
lem of  succession  in  the 
small  and  medium-sized 
business  sector,  the  Bfittel- 
stand,  widely  seen  as  the 
backbone  of  the  country’s 
economy. 

In  a project  supported  by 
the  government,  the  cham- 
bers of  industry  and  com- 
merce (DIHT),  the  federation 
of  crafts  industries  (ZDH) 
and  the  state-owned  Deut- 
sche Ausgleichsbank,  have 
launched  a website  market- 
place for  people  wishing  to 
sell  their  businesses  and 
those  wishing  to  acquire 
them. 

The  initiative  highlights 
changes  within  the  largely 
privately-owned  Mittelstand 
where  many  of  the  founding 
entrepreneurs  are  now  retir- 
ing or  dying  off.  In  many 
cases  the  traditional  practice 
of  passing  on  a business 
within  a family  is  not  an 
option  as  the  younger  gener- 
ation is  unwilling  to  take  on 
the  company. 


KLA  to  free  some 
jSerb  soldiers 


Kosovo  Albanian  guerrillas, 
under  heavy  international 
pressure  and  an  apparent 
threat  of  Yugoslav  army 
retaliation,  said  yesterday 
that  they  would  release 
some  of  the  eight  Yugoslav 
soldiers  they  were  holding. 
Reuters  reports. 

“It  is  unlikely  that  we  will 
free  all  of  them,"  Bardhyl 

Mahmuti.  who  speaks  for  the 
guerrilla  Kosovo  liberation 
Army  (KLA)  in  Europe,  told 
a news  conference  in 
Geneva. 

“Some,  a minimal  number, 
will  be  freed."  be  said. 

Mr  Mahmuti  said  they 
would  be  freed  probably 
plater  yesterday  or  today. 
wfWhat  happened  after  that, 
the  said,  depended  on  the 
'*  Yugoslav  authorities. 

They  have  threatened  to 
resume  an  offensive  against 
KLA  strongholds  if  the  eight 
are  not  quickly  released. 

“We  would  expect  the 
Serbs  to  release  at  least 


some  Albanians.  If  they  do, 
we  will  free  more."  said  Mr 
Mahmuti. 

Monitors  from  the  Organi- 
sation for  Security  and 
Go-operation  in  Europe 
(OSCE)  in  Kosovo  have  been 
working  round  the  clock 
since  Friday  trying  to  per- 
suade the  KLA  to  free  the 
soldiers  it  captured  near  the 
northern  town  of  Kosovska 
Mitrovica. 

They  were  backed  by 
demands  from  Nato  and  Rus- 
sia. 

But  prospects  for  a quit* 
settlement  were  clouded  yes- 
terday by  KLA  demands  that 
some  ethnic  Albanians 
detained  in  Yugoslav  prisons 
be  freed  in  exchange  for  the 
soldiers. 

Neither  Mr  Mahmuti  nor  a 
KLA  statement  carried  by 
Kosovo  Albanian  media  in 
Pristina,  capital  of  the  Alba- 
wian-maiority  province, 
made  clear  how  many  ethnic 
Albanians  it  wanted  freed. 


By  Robert  Graham  in  Paris 

The  fragile  unity  of  France’s 
main  rightwing  parties  has 
been  broken  by  a serious 
split  after  they  backed  differ- 
ent Candida  tag  for  the  presi- 
dency of  the  Rhine- Alpes' 
regional  administration. 

The  split  threatens  to 
undermine  the  loose 
umbrella  organisation,  the 
Alliance,  formed  last  year  to 
bridge  the  differences 
between  the  GanJlist  RPR, 
the  centrist.  UDF  and  the 
small  group  of  liberals 
around  former  finance  min- 
ister Alain  Madelin. 

Political  analysts  also  said 
yesterday  the  split  risked 
complicating  formation  of  a 
single  rightwing  list  for 
June’s  elections  to  the  Euro- 
pean parliament 

The  ‘ divisions  emerged 
over  the  weekend  when  the 
UDF  took  tiie  unprecedented 
step  of  teaming  up  with  the 
parties  of  the  left  to  prevent 
any  candidate  winning  wife 
the  support  of  the  racist 
National  Front  Mathemati- 
cally a rightwing  candidate 
could  otherwise  only  win 
with  Front  hacking. 

As  a result  Anne-Marie 
Comprani,  the  51  year-old 
deputy  mayor  of  Lyons,  was 
elected  at  the  third  round  by 
75  votes  to  56.  Of  the  votes 
cast  for  Ms  Comprani,  long- 
time political  aide  to  former 
French  prime  minister  Ray-  ! 
mood  Barre,  60  came  from 
fee  parties  hacking  the  left- 
wing  Jospin  government  10 
from  the  UDF  and  a further 
five  from  dissident  members 
of  the  RPR. 

The  election  followed  a 
decision  last  December  by 
the  council  of  state  which 
invalidated  the  presidency  of 
Charles  Millon,  a former 
UDF  defence  minister, 
because  he  had  allied  with 
the  extremist  National  Front 
prior  to  his  election  in 
March  1996.  Mr  Millon  was 
vilified  by  the  left  and  right 
for  the  deal,  but  was  backed 
at  the  time  by  the  bulk  of 
the  RPR  and  UDF  council- 
lors in  Rhfine-Alpes.  This  led 
Mm  to  form  a new  national 
party,  The  Right. 

Mr  Millon's  failure  to 
secure  re-election  puts  the 
future  of  The  Right  In  doubt. 
But  it  casts  a much  bigger 
cloud  over  the  Alliance 
umbrella  group. 

“The  centrist  DDF  has 
asserted  itself  but  it  has 
done  so  against  its  partners 
and  in  connivance  with  its 

adversaries,"  observed  Mr 
Madelin  yesterday.  “We  have 
made  a mess  of  RhOne-Alpes, 
will  we  do  the  same  with  the 
European  elections?" 

The  divisions  come  at  a 
time  when  President  Jac- 
ques Chirac  is  seeking  to 
forge  a common  front  for  the 
European  elections.  They 
ato  complicate  the  chances 
of  the  moderate  right  to 
profit  from,  the  break-up  of 
the  National  Front,  which 
accounts  for  15  per  cent  of 
votes  nationwide. 


a gLUWUig  wuiorny  cuiu^it  ciutuip  ■; 


r'i-i 


. ; }■?  !■-  M"*r'**— -SJ ' •: 

. i-\  ;•  .-.Ct  ■ . /"”•  *&'  " 


'■ 

wr 

< . 

■9  r .'  „ 

'•  J 

M ’ :| 

:-V  i.;V 

i.  • ^ ~ 

5 ■ t *i  y 

' ' •V.SIK ».  * • " 'rU,  2-.  ■ 
* i i .'rpH'  . 

iJ  ,rfTryn: 

* . /,*:  t & : 


Xfas  d^fr<toete|^sffl^ba«ioi«d  «i  the 


• • • • • s *:  ■ ■■  . • • . •»  **'  • 

• *•?  • • /■  • - ;JV>v.  ^ • v 

1 • t i . : » ••  V *»  • 

. * < TTt; ' • ■ . — 5 > ■ • • \ 

i < ' *■*.  * ■ J ' *.  : 

^ 

..  *K  ’ ■"  . ir  - 

. |VS  ' ' .VV-  ••  V • . • • 

-r-.-f  ;•  • st”? 

...V  . rii  • ' ".i  *;  ' 

L-  ^ • * * W . . *TrA.  * • * . . ^ * • ** 

*•?  :•  ~ ••  * » ' y.  • ••  .ji  < 

• *.  ...  •;  , r “ y •***'*•  <8*  f'y 

.it-  \ S v‘  • < ' • \ 

• ......  . X - t . , ..  *,  . .*  ' . 

ifanecf  m the  «»»»•''  ; 

...  ....  i 7 


■ CV}  ,'v  "'J  - ^*4.. -i/  M- 

.f  - • -•  :■  .... ’.zx.' ill. - 


BARCELONA 
The  Sonihera  Gateway  to  Europe 


Kwcatf  ■' 


4 


>f*-r  ■&: 


FINANCIAL  TIMES  TUESDAY  JANUARY  12  1999 


WORLD  TRADE 


f f r r r r r r r 'S-  5 6 < £ £ 5 

- ^ brtow^ways  j L . 


Aidwstodastrie 

1996  irate'  ■' 


Koreans  cut 


,^3cAiJ 


ZOO  300  400 

Natter  of  mart 


ggjggggjwMwron^  W0N  556  0RDERS  LAST  YEAR  BUT  STILL  TRAILED  us  RIVAL 


. o . ..nb: 

LefeA  British  Airways  Airbus  A32Q.  The  afrttne  ordered  Airbus 
wcraft  for  the  first  time  last  year,  giving  a big  boost  to  the 
European  consortium's  results.  BA  bought  59  of  foe  best  seffng 
angle  aferie  A319,  A320  aid  A321  models 


steel  exports 
to  stave  off 
clash  with  US 
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By  John  Burton  In  Seoul 


Airbus 


By  Mchasl  Skapinker  to  Londkm 
and  David  Owen  In  Paris 


Airbus  Industrie,  the 
European  aircraft  consor- 
tium. yesterday  announced 
record  orders  for  1998  but 
still  finished  behind  Its  rival, 
Boeing  of  the  US. 

Airbus  said  it  took  556 
firm  orders  last  year,  an 
increase  of  20  per  cent  on 
1997.  The  orders,  valued  at 
539bn,  included  sales  to  tra- 
ditional Boeing  customers 
such  as  a consortium  of 
Latin  American  airlines  and 


British  Airways,  which  last 
year  ordered  Airbus  aircraft 
for  the  first  time.  However, 
Boeing  announced  on  Friday 
that  it  had  won  orders  for 
656  aircraft  in  1998.' 

Airbus,  which  is  owned  by 
Aerospatiale  of  France, 
DaimlerChrysler  Aerospace 
of  Germany,  British  Aero- 
space and  Casa  of  Spain,  had 
hoped  to  win  more  orders 
than  Boeing  - something  it 
first  achieved  in  1994. 

However.  Nofil  Forgeard, 
Airbus's  chief  executive,  said 
last  year  he  would  prefer  to 


concentrate  on  profitability 
rather  than  on  market  share. 

The  consortium  Is  a confed- 
eration of  manufacturers 
which  makes  no  profits  or 
losses  in  its  own  right.  Its 
owners  plan  to  turn  it  into  a 
limited  company  which  will 
have  to  cut  costs  and  max- 
imise the  price  at  which  it 
sells  aircraft.  The  Airbus 
partners  bad  hoped  to  turn  it 
into  a limited  company  this 
year  bat  this  is  now  unlikely 
to  happen  until  2000. 

Boeing  also  said  it  would 
now  concentrate  on  achiev- 


ing healthy  profit  margin* 
rather  than  market  share 
and  both  manufacturers 
increased  their  prices.  This 
prompted  Investigations  by 
the  US  Federal  Trade  Com- 
mission and  by  the  Euro- 
pean Commission.  Neither 
body  has  yet  announced  the 
results  of  their  inquiries. 

Mr  Forgeard  said  yester- 
day that  Boeing  and  Airbus 
had  come  out  “about  level” 
last  year.  He  said  he  was 
happy  that  1998  had  enabled 
the  consortium  to  achieve  its 
objective  of  remaining  on 


approximately  equal  terms 
with  Its  irmfn  competitor. 

Most  of  Airbus's  orders 
last  year  were  in  the  single- 
aisle category.  .The  consor- 
tium sold  437  of  its  A320  fam- 
ily of  aircraft,  which'  com- 
petes with  the  Boeing  737. 

Airbus  said  the  financial 
crisis  in  Asia  had  little  effect 
on  its  business.  Asian  air- 
lines had  cancelled  orders 
for  14  single-aisle  aircraft 
but  these  bad  all  been  allo- 
cated to  other  carriers.  John 
Leahy,  Airbus’s  commercial 
senior  vice-president  said  he 


would  not  be  surprised  to 
see  some  orders  from  Asia 
by  the  end  of  the  year. 

Airbus  said,  however,  it 
expected  orders  to  tail  dur- 
ing 1999.  This  would  not 
affect  the  next  two  years' 
production  as  Airbus  had  an 
order  book  of  1,309  aircraft. 
The  consortium  said  it 
expected  to  produce  290  air- 
craft this  year  and  317  in 
2000,  compared  with  229  last 
year.  The  aircraft  delivered 
last  year  had  a total  sales 
price  of  $i3.3bn,  compared 
with  SLL6bn  in  1997. 


South  Korea’s  FQhang  Iron  & 
Steel  (Posco),  the  world’s 
second  largest  steelmaker, 
yesterday  said  it  would 
reduce  exports  by  more  than 
5 per  cent  this  year  to  avoid 
possible  trade  conflict  with 
the  US. 

The  decision  comes  as  US 
steelmakers  are  demanding 
that  Washington  impose 
quotas  an  steel  imports, 
which  grew  by  30  per  cent  in 
the  first  10  months  of  1998. 

But  the  growth  of  US 
imports  of  Korean  steel  was 
far  higher  at  86  per  cent,  a 
result  of  the  sharp  depreda- 
tion of  the  Korean  currency, 
the  won,  against  the  US  dol- 
lar last  year. 

Posco  said  it  bad  exported 
7 Jim  tonnes  of  steel  in  1998. 
but  expected  to  reduce  this 
amount  by  at  least  350,000 
tonnes  for  1999  because  of  a 
likely  economic  slowdown  in 
the  US,  Japan  and  China,  its 
biggest  overseas  markets. 

The  cut  in  exports  also 
reflects  a decision  by  Posco 
to  reduce  1999  steel  produc- 
tion by  lm  tonnes,  or  4 per 
cent,  to  243  tonnes  to  pre- 
vent a fall  In  steel  prices 
caused  by  overcapacity. 

Posco  said  stronger 
demand  from  Korean  car- 
makers  and  shipbuilders 
would  help  compensate  for 
the  export  cut  as  the  domes- 
tic economy  recovers, 
although  it  predicts  its  total 
sales  for  1999  will  fall  by  9 


per  cent  to  Won  lO,8QQbn 
($9hn). 

Dongkuk  Steel,  another 
main  Korea  steelmaker,  is 
also  considering  reducing 
exports,  which  amounted  to 
lm  tonnes  last  year,  to  its 
main  overseas  markets 
which  include  the  TJS,  the 
Middle  East  and  southeast 

Asia. 

Posco  has  been  critictoed 
by  US  steelmakers  for  all& 
edly  receiving  low-inteA 
loans  and  subsidies  from 
Korean  government,  which 
holds  a 21.6  per  cent  stake  In 
the  company  through  the 
state-run  Korea  Develop- 
ment Bank. 

But  Seoul  said  it  planned 
to  fully  privatise  Posco  this 
year  following  the  successful 
sale  of  a 5.1  per  cent  stake 
last  month  through  a S30Dm 
offer  of  American  Depository 
Receipts  in  New  York. 

US  steelmakers  have  also 
alleged  government  financial 
support  for  Hanbo  Steel, 
Korea's  second  largest  steel- 
maker. which  went  bankrupt 
two  years  ago  and  has  been 
kept  in  operation  through 
loans  from  state-controlled 
banks.  Seoul  plans  to  set* l 
Hanbo  this  year,  possibly  - 
a foreign  buyer.  Jr>  - 

In  an  effort  to  avoid  tra^e' 
friction.  Korea  will  shortly 
send  officials  from  the  indus- 
try ministry  and  steel  com- 
panies to  Washington  to 
explain  its  efforts  to  cut 
exports  and  sever  state  Hntg 
to  steelmakers. 
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Young  upstarts 


ready  to  topple 


King  Maruti 


Amy  Louise  Kazmin  on  the 

India’s  dominant  car  manufacturer 


jicrosoft 
is  chance 
flkht  b 
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Car  dealer  Raj  Chopra  at  the  bottom  of  the  market, 
sits  m his  marble-  The  potential  is  huge.  India's 
floored  office,  rubbing  roads  are  traversed  by  28m 

JJ12? .?re5faJ(L  motorcycles  and  scooters. 
India  s largest  Maruti  dealer,  and  some  3.2m  new  two-' 
he  has  plenty  of  cause  for  wheelers  are  bought  every 


Suppose  you’re  in  the  garment  industry,  and  sudden^  a new  kiDd 
of  insurance  company  comes  along  that  c'anrdentify  rjsks  aid  I \ • 
help  to  secure  success  for  the  next  fnre  years, .'leaving  you  free  to  V V 
revolutionize  the  entire  concept  of  clothing.  What  cpild  youjdream  up? 


concern. 

During  the  1997-98  finan- 
cial year,  his  three  New 
Delhi  dealerships  sold  13316 
Maruti  vehicles.  80  per  cent 
of  which  were  tiny  Maruti 
800s  and  its  more  upmarket 
small  car,  the  Zen. 

But  this  financial  year, 
with  just  three  months  left 
to  go,  sales  have  dropped  to 
just  7,630  vehicles.  Even  Mr 
Chopra's  gloomy  goal  of  sell- 
ing 10,000  cars  by  the  March 
year-end  now  seems  a long 
shot 

Future  prospects  are  even 
more  uncertain.  For  the  last 
15  years,  Maruti,  a 5030  joint 
venture  between  the  Indian 
government  and  Suzuki  of 
Japan,  was  the  unrivalled 
King  of  the  roads  - the 
Maruti  800  and  Zen  have 
neen  practically  the  only 
option  for  Indian  customers 
weknig  small,  affordable 
cars.  But  Maruti’s  comfort- 
able dominance  of  India’s 
market  ha.  cm,  its 

to  recent  months.  Korean 
companies  Daewoo  and 
“d  India’s  own 
Tata  Engineering  and  Loco- 
motive Co.  (TELCO). 

Jamiched  modeis  to  rival 
the  800  and  Zen. 

Maruti.  just  finishing  a 
factory  expansion  that  will 
Pjfrc®®6  ta  annual  capacity 

100.000  cars,  novrfaoes 

of  staining 
cmjomer  interest  in 

C0InPetitive 

since 
*“*8  the 


year.  Their  drivers  are  all 
seen  as  aspiring  cal  owners, 
who  would  upgrade  if  the 
price  was  right. 

fa  a clear  effort  to  tap  into 
that  demand,  Maruti.  at  the 
end  of  December,  slashed  the 
price  of  the  800  by  12  per 
cent  to  Rsl84,995  ($4352). 
The  company  is  also  rapidly 
expanding  its  dealer  net- 
work, particularly  fa  small 
towns  where  company  offi- 
cials say  sales  are  brisk. 
Today,  Maruti  has  187  deal- 
ers around  India,  up  from  55 


jifj 
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dealers  three  years  ago.  km 
»>{ 


Meanwhile,  televlsio5 
advertisements  emphasise 
the  car’s  reliability  and  the 
ease  of  getting  repairs  - 
even  in  remote  corners  of 
the  country,  with  more  than 
1.240  service  stations. 
“Maruti  Is  tried,  tested  and 
trusted,”  says  Jagdish  Khat- 
tar,  Maruti’s  joint  managing 
director.  He  adds:  “We  are 
going  to  retain  our  vol- 
umes.” 


Industry  analysts  aren't  so 
sure.  While  Maruti  may 
retain  an  edge  in  rural 
areas  due  to  better  distribu- 
tion, things  will  be  tougher 
m India's  big  cities.  Many 
urban  dwellers  want  cars 
that  win  stand  out  from  the 
mass  of  Marutis  already  on 
toe  road. 

With  its  snazzy  Italian 
body  design,  the  tod 
touted  as  the  first  tod 
nously  produced  Indian  u. 

Is  seen  as  greatest  potentiSY 
threat  “if  TELCO  can  prove ; 
they  are  reliable  and  gener- 


The  ACE  Group  of  Insurance 
ACE  Bermuda  . Tempest  Re 
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• ACE  USA  • ACE  Global  Markets  • ACE  Europe 
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800  for  more  than  a decade*  ***  reliable  and  gener- 
and  the  Zen  since  1993  pin™  aUy  treuble-free,  they  will  be 
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newm^  were  delay^ 

and^L  erU5ibetWeei1  Suzi^ 

n^f  apP°totment  of  the 
™ “i“aSiog  director. 

Papers  have 

en^a  °„“1Vetl  -S 
ences,  no  new  models  aro 

vehicle- 

Pi^groottauina.efn^ 

vative,  first  canser" 

' car  buyere 


Sorabjee.  “It's  a question  of 

5tatus-”  Priced  * 
^■000  ($6,094).  the  India 
w also  far  roomier  than  the 
®0^or  the  more  expensive 

Its  diesel  version,  priced  at 
♦o. T05,  may  be  an  even  big* 
gar  nit  since  It  will  allow 
customers  to  take  advantage 
or  cheap  diesel  Even  Hyun* 
“tos  Santro.  widely  derided 
‘°r  its  rather  awkward 
appearance, . seems  to  -be 
catching  on,  with  3300  cars 

A«in  ^ fiTSt  months. 
au  of  this  Is  enough  to 
gveMrChopraatoSh- 
ne  knows  that  Indian 

“*  mherently 
Mtoati«e’  reluctant  to 
^™miliar  brands,  and  may 
stick  with  Maruti  for  a white 
as  a safe  choice.  But  as  the 
new  cars  prove  themselves. 
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The  Clinton 
impeachment 


By  Deborah  Mcfiregor 
ta  Washington 

The  White  House  officially 

" notified  the  Senate  yesterday 
.that  President  Bfll  Clinton 
jfcjfinied  the  charges  against 
,T&fcn  in  the  Monica  Lewinsky 
* ’“case,  setting  the  stage  for  a 
Senate  impeachment  trial  to 
) begin  in  an  atmosphere  of 
tense  confrontation. 

In  a 13- page  legal  brief 
responding  to  the  Senate’s 
• formal  summons  of  Mr  Clin- 
ton, presidential  lawyers 
. stated:  “The  charges  in  the 
two  articles  of  impeachment 
do  not  permit  the  conviction 
! and  removal  from  office  of  a 
duly  elected  president" 

The  White  House  also  sig- 
. nailed  it  would  not  seek  a 
motion  to  dismiss  the 


charges  at  the  outset  of  the 
trial.  But  it  would  probably 
do  so  after  both  sides 
had  a chance  to  present 
their  positions. 

The  delay  appeared  to  be 
mainly  in  deference  to  Dem- 
ocratic lawmakers  who 
wished  to  see.  the  trial  open 
in  a spirit  of  bipartisanship- 

The  legal  summation  con- 
tained no  new  information 
about  the  case,  instead 
emphasising  that  Mr  rrHnfnn 
denied  “each  and  every 
material  allegation”  in  the 
articles  of  . impeachment 

Mr  Clinton’s  plea  of  "not 
guilty"  came  as  no  surprise 
and  is  consistent  with  his 
declarations  that  he  did  not 
commit,  perjury  or  obstruct 
justice.. 

Meanwhile,  the  13  House 
"managers"  who  will  act  as 
prosecutors  in  the  case  were 
rehearsing  their  presenta- 
tions yesterday.  Henry  Hyde, 
the  chairman,  of  the  House 
Judiciary  Committee,  said 
he. and  the  other  committee 


members  wanted  to  make 
sure  that  their  opening  state- 
ments were  “coherent  and 
comprehensive”  when  the 
Senate  trial  got  under  way 
cm  Thursday. 

Mr  Hyde,  a 74-year-old 
with  a stooped,  white-hatred 
appearance,  is  likely  to  be  a 
dominant  figure  in  the 
House  presentation,  particu- 
larly in  dosing  statements. 
A veteran  legislator,.  Mr 
Hyde  has  at  times  bridled  - 
usually  in  good  - at 

the  Senate’s  insistence  on 
directing  the  trial  with  as 
little  interference  as  possi- 
ble. 

"They're  very  sensitive 
about  the  lowly  House  tell- 
ing them  anything,  so  1 bow 
and  scrape  accordingly,”  Mr 
Hyde  said  during  the  recent 
inter-chamber  wrangling 
over  impeachment  proceed- 
ings. 

The  House  team  will  have 
24  hours,  expected  to  be 
spread  over  thrte  days,  to 
make  its  case.  The  White 


Killings  may 
foil  Colombia 
peace  talks 


H9ary  cafaton  putting  on  tha  bravest  of 


hi  Wiliiigtan  y Stanley 


Reuters 


House  will  then  begin  its 
presentation. 

If  the  schedule  is  main- 
tained, President  Clinton’s 
lawyers  are  poised  to  open 
their  case  on  January  19  - 


Mr  Cfinton  is  set  to  deliver 
the  State  of  the  Union 
address  to  a joint  session  of 

Congress. 

Both  Democrat  and  Repub- 
lican senators  have  called 


just  a few  hours  before  for  Mr  Clinton  to  postpone  suggestions. 


the  speech,  arguing  that  it 
would  be  embarrassing  for 
the  president  to  address  Con- 
gress while  he  was  on  trial 
before  the  Senate.  But  Mr 
citntnn  has  resisted  all  such 


Safety  authorities  seek  check  on  US  MD-11  jet  fleet 
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JS  transportation  safety 
-'authorities  are  recommend- 
ing that  the  US  fleet  of 
McDonnell  Douglas-ll  air- 
craft be  inspected  for  possi- 
ble wiring  flaws  following 
conclusions  reached  by 

safety  inspectors  esaminrng 
last  year’s  crash  of  Swissair 
’Flight  11L 

In  a recommendation 


issned  yesterday,  the 
National  Transportation 
Safety  Board  urged  the  US 
Federal  Aviation  Adminis- 
tration (FAA)  to  require 
inspections  of  all  MD-ll  air- 
craft for  loose  wire  connec- 
tions, intymsigtont  routings, 
broken  wires  cr  other  dam- 
age near  the  cockpit 
Swissair  flight  111  crashed 
last  September  near  Peggy's 
Cove,  Nova  Scotia,  killing  aH 


229  passengers  and  crew. 

The  investigation  has 
focused  on  the  theory  that 
an  electrical  fire  may  have 
started  in  the  cockpit  area. 

In  a letter  released  yester- 
day, the  Transportation 
Safety  Board  of  Canada 
(TSB)  said  its  investigation 
had  found  several  wires  dis- 
playing different  degrees  of 
heat  damage,  as  .well  as  evi- 
dence of  electrical  anting. 


which  can  result  from  the 
breakdown  of  wire  insula- 
tion. 

Some  of  those  wires 
belonged  to  an  electrical  sys- 
tem unique  to  an  entertain- 
ment system  installed  by 
Swissair,  but  other  wires  are 
common  to  the  entire  MD-11 
Beet.  Swissair  has  already 
voluntarily  disconnected 
that  system  in  its  fleet  of 
MD-11  aircraft. 


TSB  investigators  also  vis- 
ited two  MD-ll  maintenance 

faHlitim  anil  ftairi  they  found 

several  anomalies  on  the  air- 
craft investigated. 

These,  they  claimed, 
included  evidence  of  chafed 
or  otherwise  damaged  wires, 
inconsistent  routings  and 
some  set-ups  that  did  not 
meet  manufacturers’  specifi- 
cations. 

Those  concerns  were 


relayed  to  US  authorities 
last  month  and  to  Boeing, 
the  aircraft's  maker*, 
the  FAA  to  require  a one- 
time inspection  of  some  of 
the  forward  wiring  on  the 
MD-ll  fleet. 

The  FAA  said  yesterday 
that  it  was  also  planning  to 
issue  very  shortly  new  rules 
to  address  the  wiring  con- 
cerns raised  by  the  Swissair 
crash. 


By  Adam  Thomson  ia  Bogota 


Colombia’s  rightwing 
paramilitary  groups  have 
killed  more  than  100  people 
in  a renewed  wave  of  vio- 
lence after  a unilateral 
ceasefire  during  the  Christ- 
mas period.  The  attacks  are 
likely  to  make  the  country's 
peace  talks  more  difficult  to 
conclude,  although  the  per- 
petrators are  not  part  of  the 
peace  process. 

The  massacres,  carried  out 
in  six  provinces  over  the  last 
four  days,  are  thought  to  be 
a direct  response  to  an 
attack  perpetrated  by  left- 
wing  guerrillas  ou  a paramil- 
itary camp  on  December  28 
which  left  at  least  15  dead. 

In  an  interview  on  Sunday 
with  the  local  daily  newspa- 
per El  Hempo,  Carlas  Cas- 
tafto.  leader  of  United  Self 
Defence  Group  of  Colombia, 
the  paramilitary  organisa- 
tion, said  the  string  of  mas- 
sacres had  targeted  guerrilla 
collaborators,  denying  the 
victims  were  Innocent  civil- 
ians. 

However,  eye-wituess 
reports  describe  how  heavily 
armed  paramilitary  units 
ronnded  up  rural  communi- 
ties and  picked  their  victims 
at  random. 

On  Sunday,  while  resi- 
dents of  the  rural  settlement 
of  San  Pablo  in  the  northern 
province  of  Bolivar  were 
burying  14  people  massacred 
on  Friday,  paramilitary 
groups  carried  out  new  mas- 
sacres in  three  separate 
provinces  in  which  at  least  - 
45  people  died. 


According  to  General 
Alfredo  Saiga  do,  operational 
director  of  the  National 
Police,  the  death  toll  as  of 
Sunday  night  was  106.  Unof- 
ficial reports  say  the  figure 
could  be  as  high  as  123. 

Concern  is  now  growing 
that  the  paramilitaries’  lat- 
est reprisals  may  have  the 
additional  aim  of  thwarting 
peace  talks  between  the  gov- 
ernment and  the  largest  of 
Colombia's  leftwing  guerrilla 
groups.  Revolutionary 
Armed  Forces  of  Colombia 
(Fare).  The  talks,  which 
began  last  Thursday,  are  the 
first  to  seven  years. 

Paramilitary  groups, 
which  have  grown  in  recent 
years  as  a response  to  the 
guerrilla  threat,  have  long 
clamoured  for  recognition  as 
a legitimate  political  voice, 
but  this  has  been  largely 
ignored. 

Fare  guerrillas  were 
recently  awarded  political 
status  by  President  Andfes 
Pastrana's  government  to 
facilitate  dialogue  with  the 
rebels.  As  talks  between  the 
two  rides  begin  to  explore  a 
peaceful  solution  to  more 
than  35  years  of  armed  con- 
flict. the  paramilitary  vio- 
lence could  become  a stick- 
ing point. 

On  Sunday,  Rtiul  Reyes, 
one  of  the  Fare's  official  spo- 
kesmen, admitted  the  para- 
military phenomenon  "is  an 
obstacle  for  the  peace  pro- 
cess". Leftwing  guerrillas 
have  repeatedly  accused  Col- 
ombian governments  of  help- 
ing create  the  paramilitary 
groups. 
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Microsoft 
gets  chance 
jto  fight  back 

Software  group  launches  defence  against 
charges  that  it  abused  its  market  share 


By  NchanJ  Wolffs 
in  Washington 


For  the  most  highly  valued 
company  on  the  US  stock 
market,  the  last  two  and  a 
half  months  - spent  in  a 
windowless  Washington 
courtroom  - have  been  an 
unusually  uncomfortable 
experience. 

Microsoft,  the  world’s  larg- 
est software  company,  has 
appeared  frustrated  and 
often  exasperated  by  the  lit- 
any of  allegations  from  the 
US  government  and  19 
. states,  which  accuse  it  of 
Aj  illegally  abusing  its  market 
repower  over  a broad  swath  erf 
* The  computer  industry. 

The  company's  executives 
and  attorneys  have  seemed 
at  times  unprepared  for  the 
public  onslaught,  frequently 
accusing  the  media  - and 
even  the  court  itself  - of 
being  prejudiced  against  it 

In  particular  they  have 
complained  bitterly  about 
the  criticism  of  Bill  Gates, 
Microsoft's  founder  and  chief 
executive.  Mr  Gates  has 
appeared  on  videotaped 
interviews  as  an  evasive  and 
obstructive  witness. 

Today  Microsoft’s  deep 
sense  of  personal  grievance 
should  dissipate  as  the  com- 
pany launches  its  defence 
case  through  a series  of  12 
witnesses.  For  Microsoft,  the 
witnesses  represent  its  first 
chance  to  argue  its  case 
beyond  the  daily  press  con- 
ferences mi  the  steps  of  the 
■urthouse. 

F Its  defence  will  centre  on  a 
mountain  of  internal  e-mails 
and  memos  that  the  US  Jus- 
tice Department  sees  as  its 
most  persuasive  evidence 
that  Microsoft  has  violated 
antitrust  laws. 

The  senior  Microsoft  exec- 
utives who  wrote  and 
received  the  offending 
e-mails  will  attempt  to  set 
the  documents  in  contest,  in 
an  effort  to  convince  Judge 
Thomas  Jackson  that  they 
amount  to  little  more  than 
evidence  of  vigorous  and 
healthy  competition. 

The  foundation  of  the 
defence  case  is  that  Micro- 
soft needs  to  art  aggres- 
sively towards  potential 
rivals  because  it  believes 
that  its  market  power  could 
disappear  at  any  time.  Win- 
TMows,  its  best  selling  operat- 
f fog  software,  may  have  a 90 
' per  cent  share  of  the  per- 
sonal computer  market,  but 
Microsoft  argues  that  it  faces 
competition  from  new  tech- 
nology and  future  rivals. 

One  executive  said:  “The 
government  thinks  it  has 
shown  a lot  of  bod  e-mails 
and  anti-competitive  behav- 


). 


lour,  .but.  in.  fact  they  show 
us  as  pro-competitive,  trying 
to  compete  by  improving  our 
products.  They  say  we  can- 
not use  one  product  to  try  to 
help  our  other  products,  but 
many  companies  have  come 
to  ask  us  to  do  just  that” 

Microsoft  wOl  portray  its 
controversial  strategy 
towards  internet  software  in 
that  light.  At  the  heart  of 
the  government’s  case  is 
Microsoft’s  attack  on  Net- 
scape Communications,  the 
internet  software  pioneer. 
The  government  alleges 
Microsoft  attempted  to  carve 
up  the  internet  software 
market  in  1995  with  Net- 
scape, and  thpn  sought  to 
destroy  its  rival  when.it 
refused  to  take  part. 

The  defence  witnesses  will 
first  accuse  Netscape  of  fab- 
ricating the  claim  erf  a mar- 
ket carve-up-  However,  their 
more  substantial  argument 
will  be  that  Microsoft's  aim 
was  not  to  destroy  Netscape, 
but  simply  to  improve  its 
core  product,  Windows. 
Microsoft  will  argue  that  it 
sought  to  advance  technol- 
ogy by  distributing  its  inter- 
net software  free  of  charge 
and  then  Integrating  it 
closely  with  Windows. 

"By  improving  Windows 
we  sell  more  Windows,"  said 
one  executive. 

Microsoft’s  case  w£D  begin 
with  more  than  400  pages  of 
testimony  from  its  econom- 
ics expert  witness,  Richard 
Schmalensee.  dean  of  the 
Sloan  School  of  Management 
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at  the  Massachusetts  Insti- 
tute of  Technology. 

The  company  claims  Mr 
Schmalensee  has  gathered 
new  economic  data  to.  prove 
that  the  company  does  not  - 
and  cannot  - behave  like  a 
monopoly  because  of  poten- 
tial competition  from  new 
technology  such  as  hand- 
held computers. 

However,  the  most  critical 
witnesses  will  be  the  senior 
Microsoft  executives  who 
have  managed  its  competi- 
tive strategy  towards  soft- 
ware rivals  and  computer 
makers.  The  company  espe- 
cially points  to  its  support 
for  independent  software 
developers  as  evidence  of  its 
commitment  to  competition 
in  the  industry. 

One  Microsoft  source  close 
to  the  company's  legal  team 
said:  "If  we  were  so  con- 
vinced that  they  had  to  do 
what  we  wanted,  why  would 
we  spend  $600m  on  it?  We 
are  scared  of  competition 
and  we  have  to  fight  to  make 
sure  we  are  doing  enough  for 
our  developers  to  recognise 
the  benefits  of  our  technol- 
ogy." 


Hugo  Chftvez,  the  former 
coup  leader  who  won  Vene- 
zuela’s presidential  aHpeHnng 
last  year  with  a populist  eco- 
nomic programme,  has  given 
further  signals  that  he  may 
adopt  orthodox  policies  more 
to  the  liking  of  investors. 

Mr  CMvez,  who  takes 
office  on  February  2,  said 
over  the  weekend  that  Mar- 
itza  Izaguirre,  the  current 
fVnwTxro  minister,  would  con- 
tinue in  her  post 

“It’s  a positive  sign.  She  is 
known  to  the  markets  and 
has  experience  in  negotia- 
ting with  political  parties 
and  multilateral  lending 
agencies, " said  Boris  Molina, 
an  analyst  with  Santander 
Investment  in  Caracas. 

Mrs  Izaguirre  underscored 
her  commitment  to  fiscal 
discipline  yesterday.  She 
said  the  1999  budget  would 
have  to  be  cut  inline  with  a 
more  fn/y  cstimstB 

of  oil  revenue.  One  of  her 
priorities  would  be  to 
strengthen  the  govenuntsxt’s 
non-oil  revenues. 

The  CMvez  government 
faces  a budget  deficit  esti- 
mated at  8 per  cent  of  gross 
domestic  product,  as  weB  as 
a deep-seated  recession  and 
rising  unemployment 

fa  a further  Indication  that 
Mr  Chdvez  may.  avoid  Inter- 
ventionist policies,  his  eco- 
nomic advisers  endorsed  a 
recent  electricity  rate 
increase  for  this  year.  The 
move  could  pave  the  way  to 
continue  the  sale  of  selected 
power  sector  assets. 

Mr  Ch&vez  has  also 
pledged  to  respect  the  con- 
tracts of  multinational  oil 
companies  " operating  in 
Venezuela,  although  he 
suggested  he  would  redirect 
funds  from  PDVSA,  the  state 
oil  company,  to  promote 
growth  in  non-oil  sectors. 

Concerns  remain,  how- 
ever, whether  Mrs  Izaguirre 
would  have  the  authority 
and  leadership  to  tackle  the 
country’s  daunting  AMawmie 
problems.  "The  economic 
cabinet  requires  a strung 
leader  and  it  is  not  clear 
what  power  Chftvez  will  give 
ter,"  said  Mr  MnTma. 

Robert  Gay,  chief  strate- 
gist with  Bankers  Trust  Alex 
Brown,  the  investment  bank, 
said:  “Chftvez  tea  been  mak- 
ing the  right  noises  but 
there  is  still  that  lingering 
doubt  whether  he  is  really 
committed  to  open  market 
reform  and  transparency." 

Mrs  Izaguirre  was 
appointed  last  July  after  a 
career  with  the  World  Bank, 
International  Monetary 
Fund  and  the  In  ter- Ameri- 
can Development  Bank- 
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Bankers  hopeful  Asia  crisis  has  bottomed  out 


By  Louse  Lucas  in  Hong  Kong 

Central  bankers  meeting  in 
Hong  Kong  yesterday 
expressed  optimism  that  the 
Asian  financial  crisis  had 
bottomed  out  and  that 
economies  would  start  to 
pick  up. 

'The  discussion  implied 
that  the  crisis  was  now  on 
the  mend,"  said  Andrew 
Crockett,  general  manager  of 
the  Bank  for  International 
Settlements,  which  hosted 


yesterday’s  meeting  of  17 
central  bankers  from  the  US. 
Europe  and  Asia. 

Tt  will  be  a long  process 
to  restore  full  financial 
health,  but  I sensed  a degree 
of  optimism  that  the  worst 
had  now  happened  and  the 
financial  situation  had  now 
improved."  This  would  pave 
the  way  for  economic 
recovery. 

Dai  Xianglong,  governor  of 
the  People’s  Bank  of  China, 
heartened  the  gathering  by 


outlining  the  mainland's 
robust  growth  targe,  of  7 per 
cent  In  spite  of  the  collapse 
of  Guangdong  International 
Trust  & Investment  Corp, 
the  investment  agency 
flagship  of  the  wealthy 
southern  Guangdong 
province.  Mr  Dai  did  not  see 
any  constraints  on  adequate 
credit 

However,  individual 
central  bankers  had  less 
cause  for  cheer,  Alan 
Greenspan,  chairman  of  the 


Australia  hosts  Hollywood  and 
worries  it  may  be  swamped 


Lisa  Murray  finds 
the  coming  of  big 
league  production 
companies  is 
creating  unease 

The  latest  star  on  the 
international  film  pro- 
duction stage  Is  Austra- 
lia. dubbed  rather  disparag- 
ingly as  “Hollywood 
Down-Under”.  The  term 
refers  to  the  country's  grow- 
ing popularity  as  a cheap 
and  increasingly  well 
equipped  destination  for 
large  American  film  produc- 
tions. 

The  prime  beneficiary  so 
far  has  been  Rupert  Mur- 
doch. bead  or  the  News  Corp 
empire  which  owns  Austra- 
lia's largest  and  most  mod- 
em film  facility.  Fox  Studios 
in  Sydney. 

Mr  Murdoch's  latest  cellu- 
loid catch  is  the  sequel  to 
Mission  Impossible,  the  1997 
blockbuster  starring  Tom 
Cruise. 

Filming  on  Mission  Impos- 
sible II.  which  will  also  star 
Mr  Cruise,  is  set  to  start 
early  this  year,  with  the  pro- 
duction team  aiming  for  a 
Christmas  release. 

Among  other  big  names 
signed  up  by  Fox  Studios  in 
recent  months  was  George 
Lucas,  the  US  film  maker. 
Mr  Lucas  announced  late 
last  year  that  he  would  pro- 
duce two  episodes  of  his  Star 
Wars  series  td  Fox  in  Aus- 
tralia. The  decision  shocked 
some  local  critics  and 
delighted  others,  who  hailed 


it  as  a new  era  for  the  local 
film  industry. 

It  horrified  some  in  the  UK 
film  industry.  The  first  Star 
Wars  episode  - number  four 
in  the  new  numeration  - 
was  filmed  in  the  UK,  with 
Mr  Lucas  claiming  the  proj- 
ect “revived"  the  British  film 
Industry. 

Among  local  critics,  some 
Australian  film  makers 
warned  such  projects  could 
accelerate  a trend  they  claim 
is  transforming  Australia 
into  a cheap  offshore  loca- 
tion for  Hollywood  produc- 
ers. Ultimately,  a foreign 
invasion  could  kill  oS  local 
industry,  they  said. 

Mr  Lucas,  who  directed 
the  original  Star  Wars,  and 
Rick  McCall um,  the  film's 
producer,  said  their  choice  of 
Australia  was  partly  based 
on  the  “incredible  pool  of  tal- 
ent” available  locally.  The 
agreeable  weather,  low  costs 
and  even  more  agreeable 
exchange  rates  were  further 
Incentives. 

Fox  Studios  is  just  the  lat- 
est player  to  enter  Austra- 
lia’s growing  film  production 
industry.  Queensland's 

Warner-Roadshow  studios. 
Che  country's  first  purpose- 
built  studio  complex,  cele- 
brated its  10th  anniversary 
this  year  with  a record  of 
more  than  A$630m 
(US$400m)  worth  of  feature 
film  and  TV  series  produc- 
tions. Michael  Lake,  manag- 
ing director,  said  the  studios 
had  generated  export  earn- 
ings of  nearly  A$300m. 

Paramount  studios  is  set 


US  Federal  Reserve,  said 
growth  in  the  US  would  ease 
moderately,  although  would 
still  be  satisfactory, 
according  to  Mr  Crockett. 

Mr  Crockett  also  relayed 
the  sentiments  of  Masaru 
Hay  ami,  governor  of  the 
Bank  of  Japan,  who 
told  his  peers  that  the 
Japanese  economy  would 
grow  this  year,  albeit 
modestly. 

The  central  bankers  met  to 
discuss  a range  of  issues. 


including  the  restructuring 
of  Asian  banks  and  the 
handling  of  a weakened 
banking  system.  Hedge 
funds  also  leapt  on  to  the 
agenda  - a subject  of  great 
interest  to  Asian  central 
bankers,  who  believe  the 
hedge  funds  were  partially 
responsible  for  the  regional 
crisis. 

“I  think  there’s  now  a 
clearer  understanding  of  the 
role  of  hedge  funds,  and  the 
degree  of  responsibility  that 


they  have  for  the  volatility 
that  happened  over  the  last 
year  or  two,”  said  Mr 
Crockett 

But  ways  of  bringing 
hedge  funds  to  heel  proved 
elusive  for  the  assembled 
central  bankers.  Greater 
transparency  would  be  hard 
to  impose  on  the  non- 
regulated  hedge  funds,  Mr 
Crockett  said,  adding  that 
different  operating 
environments  - from  big, 
deep  markets  to  smaller  and 


more  illiquid  ones;  or  from 
those  with  fixed  exchange 
rates  to  floating  currencies  - 
also  created  difficulties  in 
regulation.  Moreover,  some 
are  offshore  entities. 

“Obviously  transparency 
is  important  In  making 
markets  work  more 
effectively  and  in  creating  a 
level  playing  field,  so  there 
was  no  dispute  that  more 
disclosure  and  transparency 
would  be  helpful."  be 
said. 


to  be  a future  competitor  for 
Fox  and  Warner-Roadshow. 
Viacom,  the  studio's  parent 
company,  is  part  of  a consor- 
tium planning  an  entertain- 
ment complex,  including  stu- 
dios, in  a A$350m  develop- 
ment ■ in  Melbourne’s  Dock- 
lands, to  be  open  by  2002. 

But  It  was  the  Fox  Studios 
opening  In  May  last  year, 
and  its  instant  stream  of  big 
productions,  which  rocked 
the  foundations  of  a tradi- 
tionally protected  and  Insu- 
lar industry.  Critics  ques- 
tioned what  the  arrival  of 
“big  bad  Fox”  would  mean 
for  Australian  film. 

Many  warned  the  arrival 
of  the  big  US  studios  sig- 
nalled the  “Americanisa- 
tion” of  Australian  film.  Kim 
Williams,  chief  executive  of 
Fox  Studios  Australia, 
insists  the  trend  “can  only 
be  healthy”  for  local  indus- 
try. 

The  studios  will  generate 
serious  investment  in  Aus- 
tralian films  and  the  oppor- 
tunity for  local  film  makers 
to  play  on  a bigger  stage,  he 
says. 

Among  local  film  makers, 
however,  one  main  concern 
is  the  divisive  effect  the  big 
studios  could  have  on  the 
industry,  putting  the  bigger 
budget  films  into  a com- 
pletely different  league  to 
smaller  budget  productions, 
which  tend  to  compensate 
for  lack  of  resources  with 
greater  creative  input.  Hie 
Sear  is  the  two  tracks  will 
develop  into  distinctly  differ- 
ent film  making  cultures 


Pip  ft)  movieJand  dty.  ‘Babe;  Pig  in  the  City’  has  been  a bfg  earner  for  Austrafia'a  film  industry 


which  would  be  too  difficult 
to  reconcile. 

The  total  value  of  Austra- 
lian feature  films  and  inde- 
pendent TV  drama  produced 
in  the  year  to  June  reached 
a record  high  of  $421  m. 
according  to  the  Australian 
Film  Commission 

Of  the  38  Australian  films. 
The  Matrix  and  Babe:  Pig  in 
the  City  accounted  for  more 
than  half  the  combined  bud- 
get The  rest  averaged  under 
$Bm  each.  The  danger,  said 
critics,  is  that  rather  than 
encouraging  local  product. 
Fox  Studios  would  have  a 
discouraging  effect. 

Mr  Williams  dismissed  the 
notion  of  two  industries  as  a 
“conspiracy  theory":  “People 
need  to  look  beyond  Austra- 
lian films  and  the  fortress 


mentality  that  has  governed 
our  creative  life  over  the  last 
25  years. . . and  recognise 
that  this  is  another  stage  in 
the  growth  and  outreach  of 
Australian  film  . 

In  the  past,  high  public 
funding  for  the  Australian 
.film  industry  has  allowed 
film  makers  to  develop  a dis- 
tinctive. creative  style  with 
a strong  indigenous  bent  In 
the  process,  they  have  cov- 
ered a broad  range  of  sub- 
jects from  diverse  perspec- 
tives. seen  in  internationally 
successful  films  such  as  Pris- 
cilla: Queen  of  the  Desert, 
Muriel's  Wedding,  and  Shine, 
as  well  as  the  more  tradi- 
tionally Aussie  Crocodile 

Dundee  films 

Of  the  recent  successes. 
The  Castle,  a comically 


parochial  view  of  Australian 
fife  shot  in  six  weeks  with  a 
budget  of  just  $700  000,  has 
since  grossed  SlO^m  at  the 
box  office.  “Shine”,  about 
pianist  David  Helfgott. 
received  seven  Academy 
Award  ■ nominations  and 
achieved  international  box 
office  takings  of  $120m. 

Sharon  Connolly,  chief 
executive  of  Film  Australia, 
a government-owned  produc- 
tion house,  said  successive 
governments  had  recognised 
“because  we  are  English- 
speaking  but  a small  nation, 
that  to  preserve  some  sort  of 
culture  and  integrity  and  to 
build  a good  solid  industry 
you  need  to  provide  subsidy 
of  quite  considerable 
amounts”. 

But  the  reality  of  a global 


economy  is  catching  up  with 
local  industry  and  big  stu- 
dios are  irrevocably  chang- 
ing the  shape  of  film  produc- 
tion. 

Industry  executives  pre- 
dict this  year  will  show  an 
increasingly  commercial 
influence  in  Australian  film. 
Planned  projects  are  moving 
toward  more  mainstream 
themes,  including  romantic 
comedies  in  the  vein  of  Croc- 
odile Dundee".  Dear  Claudia. 
with  Bryan  Brown  and 
Paperback  Hero  with  Claudia 
Karvan. 

With  Tom  Cruise  and 
Luke  Skywalker  on  tbeir 
way  into  town,  Australian 
film  makers  wiD  have  little 
choice  but  to  address  the 
issue  of  reconciling  the  “big" 
with  the  "smafl." 


Soldiers 
held  over 
Indonesia 
killings 

By  Sander  Thames  in  Jakarta 

Indonesia's  military 
yesterday  arrested  30  sol- 
diers over  the  death  in 
detention  of  at  least  four 
civilians  in  the  restless  prov- 
ince  of  Aceh,  in  an  attempt 
to  defuse  tension  in  the 
country’s  most  explosive  hot 
spot. 

Johny  Wahab.  military 
commander  in  Lhokscu- 
raawe  region,  said  soldiery, 
apparently  responsible  fot^ 
the  death  in  detention  of 
tour  civilians  over  the  week- 
end would  be  court-martial- 
led  before  the  eud  of  the 
month. 

-I  cannot  justify  what  hap- 
pened on  Saturday,"  he  said, 
referring  to  reports  that  four 
out  of  40  arrested  Acehnese, 
suspected  of  supporting  a 
secessionist  movement,  bad 

been  tortured  or  beaten  to 
death  after  they  were 
detained.  A human  rights 
activist  said  another  three 
were  missing  and  2fi  were 
wounded. 

Soldiers  killed  at  least  U 
civil  in  ns.  by  some  counts  17, 
during  clashes  earlier  this 
month.  Acehnese  villagers 
supportive  of  a small  rebe  _ 
movement  kidnapped  amjj 
killed  seven  soldiers  lavfl 
December,  sparking  a raUi-t 
tary  crackdown  that  in 
turn  led  villagers  to  run 
amok. 

The  escalation  in  Aceh, 
the  westernmost  tip  of 
Sumatra  island,  comes  amid 
a new  spate  of  isolated  riots 
across  Indonesia  that  has 
raised  fears  of  worse  to  come 
when  the  Moslem  fasting 
month  of  Ramadan,  usually 
a time  of  moderation  and 
prayer,  ends  next  week. 
Riots  targeting  the  ethnic 
Chinese  minority  spread 
across  Indonesia  last  Febru- 
ary. 

Many  Indonesians  are  bor- 
rowing or  spending  their  last 
savings  to  celebrate  the  end 
of  fasting,  pushing  up  food 
prices,  and  the  resulting, 
hardship  is  bound  to  liial 
frustration  with  the  timer 
solved  economic  crisis. 


Anwar  greets  successor’s  appointment 


By  Shefia  McNulty 
in  Kuala  Lumpw 

Anwar  Ibrahim,  the  former 
Malaysian  deputy  prime 
minister  who  was  jailed  and 
beaten  after  being  sacked, 
yesterday  welcomed  the 
appointment  of  Abdullah. 
Ahmad  Badawi  as  his  suc- 
cessor. 

Mr  Abdullah,  who  was  for- 
eign minister,  has  a reputa- 
tion for  being  clean  - a polit- 


ical asset  at  a time  when 
Malaysian  critics  have  taken 
up  Mr  Anwar’s  rallying  cry 
against  corruption,  cronyism 
and  nepotism  in  the  adminis- 
tration. 

Mr  Abdullah  is  replaced  at 
the  foreign  ministry  by  Syed 
Hamid  Albar,  who  had  been 
serving  as  defence  minister. 
In  the  foreign  ministry,  Mr 
Abdullah  developed  a repu- 
tation as  a loyalist  of 
Mahathir  Mohamad,  the 


prime  minister. 

However.  Mr  Anwar  was 
shocked  by  the  appointment 
of  Dr  Mahathir’s  confidant, 
Daim  Zainuddin,  to  the 
finance  minister  position  Mr 
Anwar  was  also  forced  out  of 
in  September. 

Mr  Daim  served  as  finance 
minister  in  the  1980s. 
“Mahathir  told  me  that  he 
accepted. . . Daim’s  resigna- 
tion because  there  were  too 
many  allegations  of  corrup- 


tion against  him.  that  he  had 
amassed  wealth  when  he 
was  minister  of  finance,”  Mr 
Anwar  said. 

The  two  mm  emerged  as 
rivals  in  the  middle  of  last 
year.  Mr  Anwar  was  subse- 
quently sacked.  He  is  on 
trial  on  charges  of  sexual 
misdeeds  and  related  counts 
of  abuse  of  power.  He  denies 
them  all.  saying  they  are  a 
part  of  a plot  to  punish  him 
for  challenging  Dr  Mahathir. 


INTERNATIONAL  ECONOMIC  INDICATORS:  MONEY  AND  FINANCE 


This  Utbto  snmra  growth  rates  lor  me  most  widely  Mowed  measures  of  narrow  and  broad  money,  a representative  short-  and  tong-term  mtera&l  rate  senes  and  an 
average  equity  ratal  yield.  A*  figures  we  percentages. 
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GITIC  BANKRUPTCY  CREDITORS  TOLD  NOT  TO  EXPECT  FULL  OR  EVEN  PRIORITY  REPAYMENT 


Foreign  banks’  unease  grows 
over  investments  in  China 


By  James  Hardmg  in  Shanghai 
aid  Louise  Lucas  ri  Hong  Kong 

The  resolve  of  many  foreign 
banks  to  scale  down 
operations  in  China  has  been 
stiffened  by  the  problems 
facing  international  credi- 
tors of  a failed  Guangdong 
investment  company. 

Bankers  in  Shanghai  said 
many  foreign  financial  insti- 
tutions would  further  lose 
their  appetite  for  China  risk 
after  creditors  of  Guangdong 
International  Trust  and 
Investment  Corporation 
(Gitic)  were  told  not  to 
expect  full  or  even  priority 
repayment  on  outstanding 
loans  to  the  bankrupt  com- 
pany. 

Some  foreign  banks,  such 
as  Soci&te  Generate  and  ING. 
have  recently  started  to  cut 
staff  and  other  costs  at  their 
mainland  China  branches.  A 
□umber  of  Japanese  and 
Korean  banks  with  serious 
problems  at  home  have  with- 
drawn or  plan  to  exit  China. 

The  head  of  one  leading 
international  bank  in  Shang- 
hai said  yesterday;  “In  the 
light  of  the  Jack  of  support 

for  Gitic,  foreign  banks  are 
going  to  be  reviewing  their 
portfolios  and  exiting  from 
anything  that  in  any  way  is 
marginal.  They  were  with- 
drawing from  Asia  anyway, 
so  this  is  not  a big  shock, 
but  a further  justification  for 
retreat." 

Large,  long  established 
hanks  would  not  be  much 
swayed  from  their  commit- 
ment to  China,  he  said.  But, 
many  financial  institutions 
would  tilt  lending  towards 
foreign. companies  operating 
In  China  and  away  from 
mainland  Chinese  busi- 
nesses. 

Standard  & Poor's,  the  US 


of  state  support  to 


Foreign  bankers  were  rat- 
tled in  October  when  the 
government  abruptly  shut 
down  Gitic,  which  was 
backed  by  the  government  of 
the  fast  growing  Guangdong 
province  and  once  one  of  the 


best  known  mainland  Chi- 
nese borrowers  on  interna- 
tional capital  markets. 

The  mood  was  unsettled 
again  yesterday,  as  foreign 
banks  digested  the  initial 
results  of  a weekend  meeting 
for  creditors.  The  adminis- 
trators said  that  foreign 
banks  should  not  expect  full 
repayment,  that  they  would 
not  receive  preferential 
treatment,  that  they  would 
have  to  wait  another  three 
months  tor  progress  as  they 
were  required  to  re-register 
debts  acid  that  total  liabili- 
ties were  US£L37bn  - double 
original  estimates. 

“Short-term  it  will  have  a 
negative  impact  among  for- 
eign lenders  and  make  (hem 
more  cautious  about  lend- 
ing." said  David  Marshall, 
managing  director  of  IBCA, 


the  credit  ratings  agency. 
“But  longer-term  it's  not  a 
bad  thing." 

David  Carse.  deputy  chief 
executive  of  the  Hong  Kong 
Monetary  Authority,  the  ter- 
ritory’s de  facto  central 
bank,  said  banks  would  have 
to  increase  their  1998  provi- 
sions against  Gitic. 

One  foreign  lender  said 
the  decision  not  to  bail-out 
foreign  lenders  to  Gitic,  even 
though  it  had  been  backed 
by  a provincial  government, 
would  make  a clear  distinc- 
tion between  sovereign  and 
non-sovereign  debt  - a line 
that  has  been  blurred  by  the 
“quasi-sovereign"  label 
attached  to  loans  to  many 
Chinese  state-owned  compa- 
nies. The  credit  spread 
between  the  two.  as  in  other 
countries,  was  likely  to 


widen,  one  banker  noted. 

Following  the  review  ol 
Gitic's  problems  after  three 
months  of  market  specula 
tion.  one  banker  said  the  tia 
bilities  were  remarkable  foi 
the  absence  of  the  moon 
mental  misspending  and 
fraud  some  people  feared.  Ht 
suggested  the  government 
could  have  saved  Gitic  - and 
some  embarrassment  - bj 
rescuing  it  when  it  faced 
what  was  fundamentally  a 
liquidity  crisis  last  summer. 

Another  remarked  that 
anxiety  over  Gitic  and  many 
of  the  other  international 
trust  and  investment  compa- 
nies - known  as  the  itics  - 
had  not  fed  through  into  the 
pricing  of  sovereign  paper, 
which  is  still  commanding 
lower  yields  than  other 
Asian  borrowers. ' 
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By  Mark  Hubmd  h Cairo 

US  fighters  yesterday 
bombed  an  Iraqi  missile  site 
and  Kuwait  put  its  armed 
forces  on  mflyimnTTj  aiert 
after  Iraq  appeared  to 
threaten  their  joint  border 
after  rejecting  a Saudi  Ara- 
bian plan  to  ease  economic 
sanctions. 

The  US  military  action  in 
the  northern  Iraqi  no-fly 
zone  hit  two  Iraqi  anti-air- 
craft missile  sites  near  the 
town  of  Mosul.  The  US 


defence  department  spokes- 
man said  the  aircraft  had 
been  targeted  by  Iraqi  radar 
and  had  acted  in  “self-de- 
fence". 

Exiled  Iraqi  Shl'ite  Mos- 
lems yesterday  blamed  the 
Iraqi  government  for  an 
attack  on  a senior  Shiite 
cleric  in  the  holy  city  of 
Najaf.  The  city  is  within 
Iraq's  southern  no-fly  zone, 

established  in  1991  to  protect 
the  Shi’jte  minority  from  the 
Iraqi  regime.  Grand  Ayatol- 
lah Sheikh  Bashir  Najafi  was 


injured  when  a grenade  was 
thrown  at  him  during 
prayers,  the  London-based 
al-Khoei  Foundation  said. 

Meanwhile,  Iraq  intensi- 
fied the  escalating  crisis  In 

relations  with  its  Gulf  neigh- 
bours by  denouncing  those 
who  refused  to  mnAwin  US 
and  UK  air-strikes  against 
Iraq,  and  threatened  to 
launch  attacks  - inside 
Kuwait  and  Saudi  Arabia. 

Iraq  yesterday  rejected  a 
Saudi  Arabian  offer  to  pro- 
pose to  the  UN  that  sanc- 


tions on  imports  of  food  and 
medical  supplies  by  Iraq  be 
eased.  Tariq  Aziz,  Iraq's  dep- 
uty prime  minister,  said  the 
offer  was  identical  to  “Brit- 
ish ideas  submitted  to  the 

United  Nations  in  order  to 
cover  the  Anglo-American 
aggression  and  to  impose 
new  restrictions  on  Iraq 
after  the  failure  of  their 
aggression". 

Iraq’s  blunt  rejection 
reflects  the  rapid  deteriora- 
tion of  its  relations  with 
leading  Arab  states.  A 
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. Nigeria  counts  votes  - and  the  cost  of 
' its  involvement  in  Sierra  Leone  war 


Trouble  abroad  threatens  to  add  to  many 
problems  at  home,  writes  William  Wallis 


As  Nigeria  'was  counting 
the  votes  from  elections 
at  the  weekend 
intended  to  take  the  country 
a step  closer  to  civilian  rule, 
its  military  leaders  were 
counting  the  cost  of  the 
country’s  deepening  involve- 
ment in  the  civil  war  in 
Sierra  Leone. 

Like  the  cost  in  lives, 
defence  spending  on  the  war 
is  shrouded  in  silence,  with 
increases  coming  at  a time 
A when  Nigeria  can  least 
r i afford  them. 

.I  I In  the  past  three  weeks 
\>  Nigeria,  which  dominates 
the  west  African  interven- 
tion force,  has  poured  in 
thousands  of  additional 
troops  to  stave  off  attacks  by 
rebel  forces  determined  to 
overthrow  elected  President 
Ahmad  Tejan  Kabbah. 

Reinforcements  have 
brought  the  total  interven- 
tion force  to  more  than 
15,000  soldiers,  and  Nigeria’s 
own  commitment  approach- 
ing a quarter  of  its  army. 
They  have  not  stopped  rebel 
forces  - backed,  according  to 
western  and  regional  govern- 
ments’ by  neighbouring 
Liberia  - from  taking  over 
large  parts  of  the  capital 
Freetown. 

More  is  at  stake  than  the 
already  bleak  future  of  one 
,of  Africa’s  smallest  and 
poorest  nations.  “This  is  not 
just  a Sierra  Leonean  issue,” 
said  one  West  African  diplo- 


mat involved  in  efforts  to 
resolve  the  crisis.  ‘There  are 
dissident^  in  countries 
across  the  region.  If  yon 
allow  the  (rebels  to  succeed 
in  Sierra  Leone,  what  stops 
other  movements  from  ris- 
ing up?"  he  asked. 

Nigeria,  Africa’s  most  pop- 
ulous nation,  may  well  be 
asking  itself  that  question. 
Its  economic  collapse  and 
long-term  misrule  have 
brought  it*  to  the  edge. 
Regional  and  ethnic  divi- 
sions have  (dominated  elec- 
tioneering in  the  transition 
to  democracy. 

At  the  same  time  the  crisis 
in  the  oil-producing  Niger 
Delta  has  become  acute.  Mil- 
itant local  activists  demand- 
ing a fairer  share  of  the  pro- 
ceeds from  | Nigeria's  2m 
barrels  a day  have  proved 
themselves  capable  of  dos- 
ing a third  of  production. 

If  the  army  were  to  be 


humiliated  by  Sierra  Leone’s 
motley  crew  of  rebels,  Delta 
activists  might  be  embold- 
ened in  their  threat  to  shut 
more  production  unless 

rittmanrig  are  Tnftt- 

ff  the  leaders  of  the  three 
political  parties  which  con- 
tested the  state  elections 
have  any  plans  to  deal  with 
Sierra  i«nw  and  the  impart 
it  could  have  at  home,  they 
are  not  dfari  nring  it 

The  People’s  Democratic 
party,  a broad  coalition  of 
prominent  political  figures 
from  across  the  country,  has 
emerged  aa  the  leading 
party,  winning  more  50 
per  cent  of  votes  in  the  state 
elections  last  weekend.  The 
party  won  strongly  in  the 
east  of  the  country  amnng 
the  ethnic  Igbo,  lending 
additional  force  to  the  presi- 
dential bid  of  Alex 
Ekwueme,  a favourite  son  of 
the  east  and  a vice-president 
when  Nigeria  was  last  ruled 
by  civilians  more  than  15 
years  ago. 
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The  other  .main  contender 
for  the  PDFs  presidential 
candidacy  is  forma:  military 
ruler  Olusegun  Obasanjo 
whose  supporters  tout  him 
as  uniquely  qualified  to  pre- 
side over  the  task  of 
restructuring  the  army 
keeping  it  out  of  politics 
long  wwngh  for  democracy 
to  take  root 

But  the  two  other  parties 
qualified  have  formed  the 
basis  of  an  electoral  pact, 
which  could  mflka  the  presi- 
dential contest  in  polls 
whprinipd  npTt  month  much 
stiff er. 

The  enthusiasm  with 
which  Nigerians  have  gone 
out  to  vote  is  a measure  of 
their  desire  to  see  an  <>nd  to 
the  days  of  unaccountable 
military  rule.  But  social 
unrest  is  building  and  any 
government’s  ability  to  force 
through  austerity  measures 
demanded  by  the  low  world 
on  price  is  likely  to  he  chal- 
lenged by  a hungry  and 
angry  populace. 

Predictably,  in  their 
coamTi  for  votes,  politicians 
have  come  out  in  force 
against  fuel  price  increases 
and  gone  farther  in  some 
instances,  promising  free 
health  care  and  education 
they  will  be  hard  put  to 
afford.  The  return,  amid  offi- 
cial silence,  of  the  bodies  of 
Nigerians  killed  in  the  fight- 
ing in'  Sierra  Leone  Is  a 
reminder  that  a fixture  civil- 
ian government  might  well 
be  inheriting  an  unpopular 
foreign  policy  as  weD. 


vicious  war  of  words  with 
Egypt  has  continued,  since 
President  Hosni  Mubarak  of 
Egypt  last  week  blamed  the 
Iraqi  government  for  the 
country's  plight  and  said 

Egypt  did  not  support  Sad- 
dam Hnssein’s  regime. 
Kuwait  yesterday  placed 

part  of  its  15.300-strong 
armed  forces  on  maximum 
alert  and  may  call  up  its 
24,000-strong  reserves  follow- 
ing a statement  by  Mr  Aziz 
on  Sunday  in  which  he 
rejected  the  UN’s  demarca-' 


tian  of  the  Iraq-Kuwait  bor- 
der. 

William  Cohen.  DS  defence 
secretary,  said  yesterday 
that  Washington  would  act  if 
Kuwait  appeared  threatened. 

• Kofi  Annan,  the  UN  sec- 
retary general,  yesterday 

called  threats  over  the  week- 
end in  the  Iraqi  parliament, 

including  demands  for 
rescinding  recognition  of 
Kuwait’s  independence,  “a 
major  challenge  for  the  secu- 
rity council  and  the  UN.” 


Arens  yesterday:  to  believes  he  can  unite  Ukud 

Likud  hardliner  challenges 
Netanyahu  in  election  fray 


Moshe  Arens,  a former 
Israeli  defence  minister,  yes- 
terday announced  his  candi- 
dacy for  the  leadership  of 
the  conservative  Ukud  party 
and  the  premiership,  writes 
Avi  MachBs  in  Jerusalem. 

The  hardline  Mr  Arens 
appealed  to  Ukud  defectors 
of  recent  weete  to  return  to 
the  party.  "My  chancss  of 
bringing  Likud  to  victory  in 
the  upcoming  elections  are 
greater  than  Benjamin 
Netanyahu,”  he  said.  ”1  can 


unite  Ukud."  Ukud  win  hold 
a vote  for  the  party  leader- 
ship on  January  25. 

Although  he  stands  little 
chance  of  winning,  Mr 
Arens'  decision  is  another 
blow  to  Mr  Netanyahu.  Mr 
Arens,  one  of  the  prime  min- 
ister’s first  supporters  within 
the  party  in  the  early  1980s, 
helped  get  Mr  Netanyahu  his 
first  high  profile  appointment 
as  Israel’s  ambassador  to 
foe  United  Nations  15  years 
ago. 
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KAZAKHSTAN  ELECTION 


Nazarbayev 
wins  big 
majority  in 
marred  vote 


By  Carfotta  Gad 
in  Almaty,  Kazakhstan 


Kazakhstan’s  leader 
Nursultan  Nazarbayev  has 
secured  himself  another 
seven  years  in  power,  with 
preliminary  results  giving 
him  more  than  80  per  cent  of 
the  vote  in  Sunday's  presi- 
dential election. 

But  the  election  process 
was  fiercely  criticised  by  the 
Organisation  for  Security 
and  Co-operation  in  Europe 
which  condemned  the  lack 
of  democratic  conditions  In 
the  election  campaign. 

“The  election  process  fell 
Car  short  of  the  standards  to 
which  the  republic  of  Kaz- 
akhstan is  committed  as  an 
OSCE  participating  state," 
said  Judy  Thompson,  coor- 
dinator of  the  OSCE  evalua- 
tion team  in  Kazakhstan. 

Ms  Thompson  listed 
numerous  violations  in  the 
pre-election  period  and  some 
irregularities  in  the  voting 
procedures. 

The  runner-up,  Mr  Serik- 
bolsyn  Abdildin,  the  Com- 
munist party  leader  also 
accused  the  incumbent  of 
vote-rigging. 

Diplomats  and  observers 
interpreted  the  OSCE  criti- 
cism as  particularly  strong. 
“This  is  a big  slap  in  the  lace 
for  the  president,"  said  one 
analyst. 

Mr  Nazarbayev  greeted  the 
result  with  satisfaction. 
“This  moment  is  historic  for 
the  Kazakh  people  and  for 
our  state  because  for  the 
first  time  in  our  history  we 
held  (multi-candidate)  elec- 
tions.” 

In  the  same  breath,  how- 
ever, he  warned  of  an  eco- 
nomic “crisis  year"  ahead  as 
low  oil  prices  and  the  spill- 
over effects  of  the  Russian 
crisis  are  felt 

He  said  Nurlan  Balgim- 
bayev  would  remain  prime 
minister  and  lead  a pro- 
gramme of  anti-crisis  mea- 


sures. He  would  concentrate 
on  further  democratisation 
in  this  vast  former  Soviet 
state,  and  on  fighting  cor- 
ruption and  maintaining 
political  stability,  be 
added. 

Mr  Nazarbayev  promised 
to  pay  particular  attention  to 
the  20  per  cent  of  the  elector- 
ate who  did  not  vote  for  him. 
“They  were  not  satisfied 
with  their  standard  of  liv- 
ing,"  he  said,  acknowledging 
that  12  per  cent  of  the  vote 
went  to  Mr  Abdildin. 

For  most  residents  of  Kaz- 
akhstan it  sounded  like  busi- 
ness as  usual.  Few  in  (act 
expect  these  elections  to 
change  anything. 

“There  was  no  way  (Nazar- 
bayev! was  going  to  risk 
anything  over  the  presi- 
dency.” said  one  western 
diplomat 

The  international  commu- 
nity is  waiting  to  sec  what 
will  follow.  Many  remain 
sceptical,  if  hopeful,  about 
the  president’s  statements 
that  he  will  pursue  greater 
democracy  after  the  elec- 
tions. 

“The  trend  in  this  country 
in  electoral  probity  has  been 
downhill  for  years  and  has 
taken  a particularly  steep 
downhill  curve  in  the  last 
years,”  the  western  analyst 
said. 

“The  future  will  depend  on 
parliamentary  and  local  elec- 
tions, if  (the  president)  will 
use  them  to  establish  total 
power  or  a modicum  of  free- 
dom.” 

On  the  economy,  though, 
many  believe  Mr  Nazara- 
bayev  is  the  right  man  for 
the  job,  regardless  of  his 
lack  of  legitimacy  at  the  bal- 
lot box.  “It  is  positive  that 
he  win,"  said  Pyotr  Svoyk,  a 
former  minister  and  opposi- 
tion politician.  "There  could 
be  a serious  worsening  of 
the  economy,  and  we  need 
stability.  We  will  not  try  to 
overturn  the  result" 
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For  Hoechst  Life  Sciences  means  focusing  on  the  fields  of  health  and  nutrition  where  biotechnology  holds  the 
key  to  innovation.  Hoechst  Marion  Roussel,  our  pharmaceutical  company;  is  developing  highly  effective  drugs  in 
the  fight  against  currently  incurable  diseases.  !Our  agribusiness,  Hoechst  Schering  AgrEvo,  is  ensuring  nutrition 
for  the  world's  growing  population  through  integrated  crop  production. 


The  Future  in  Life  Sciences 


Hoechst 


“ International  group  of  companies  spearheading  innovation  in  Life  Sciences,  including  HOftChft  Marion  HOU— I the  pharmaceutical  company.  ® AgrEvo  the  agribusiness  and  HOttM  ROUSMI  Urt  the  animal  health  company. 
Hoechst  AG,  D-65926  Frankfort  www.hoedisLcom  „ 
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Post  Office  buys  German  group 


By  Alao  PHce, 
Business  Smrces 


The  state-owned  UK  Post 
Office  yesterday  joined  the 
contest  to  remain  one  of 
Europe's  dominant  postal 
operations  by  taking  over 
German  Parcel.  Germany's 
third  largest  private  carrier. 

Yesterday's  announcement 
of  the  Post  Office's  first  large 
acquisition  outside  the  UK 
conies  only  weeks  after  the 
government  granted  the  cor- 
poration greater  freedom  to 
operate  on  a commercial 
basis.  Europe's  postal  mar- 
ket is  becoming  highly  com- 
petitive with  the  Dutch  and 


German  post  offices,  in  par- 
ticular, pursuing  active 
acquisition  policies.  The  UK 
Post  Office  had,  until  last 
month's  government  deci- 
sion on  commercial  freedom, 
been  constrained  from  join- 
ing in.  John  Roberts,  chief 
executive,  said  the  German 
Parcel  acquisition  was  a 
“landmark”  for  the  corpora- 
tion. “At  a stroke  we  have 
hugely  enhanced  our  world- 
wide parcels  capacity." 

German  Parcel  handles 
around  100m  items  a year 
and  its  distribution  centre  at 
Neuenstein,  north  of  Frank- 
furt, is  regarded  by  the  UK 
Post  Office  as  the  most  mod- 
ern sorting  hub  in  the  world. 


The  company  employs  4,500 
people  and  annual  sales  - 
currently  £250m  (€357m, 
$420mi  - grew  by  11  per  cent 
last  year. 

Negotiations  to  acquire 
German  Parcel  were  compli- 
cated by  the  fact  that  it  con- 
sisted of  24  franchise  busi- 
nesses managed  by  a central 
company,  and  all  bad  to  be 
taken  over.  Mr  Roberts 
declined  to  say  haw  much 
the  deal  cost  the  UK  Post 
Office.  Speculation  in  the 
industry,  however,  suggests 
that  the  purchase  price  is 
likely  to  have  been  around 
£300m. 

Post  Office  managers 
believe  the  benefits  of 


acquiring  German  Parcel  go 
beyond  winning  a strong 
position  in  the  German  Pap- 
eete market,  one  of  the  most 
important  in  Europe.  Ger- 
man Parcel  - which  holds  23 
per  cent  of  the  shares.  In 
General  Parcel,  an  interna- 
tional operation  serving  30 
European  countries  - has  an 
extensive  distribution  net- 
work. This  wOl  be  invaluable 
to  the  UK  Post  Office  if  a 
cross-border  market  in  letter 
delivery  develops  alongside 
the  parcels  one. 

The  acquisition  will  be 
funded  by  a mixture  of  Post 
Office  reserves,  commercial 
borrowing  and  government 
borrowing  at  commercial 


rates.  Post  Office  managers 
told  the  UK  government  of 
the  negotiations  last  year. 
They  intended  to  urge  minis- 
ters to  approve  the  deal  even 
if  Its  conclusion  had  not 
coincided  with  the 
announcement  of  increased 
commercial  freedom. 

EC  postal  markets  are 
being  liberalised  in  stages. 
Mr  Roberts  agrees  with 
many  analysts  that  eventu- 
ally there  are  likely  to  be 
only  three  of  four  really  big 
operators  in  the  continent. 
He  said  the  purchase, 
"underlines  the  Post  Office's 
determination  to  position 
itself  globally  as  the  com- 
plete distribution  company”. 


Part-time  posts  ‘will 
dominate  job  growth’ 


By  Peter  Marsh  in  London 

All  the  growth  in 
employment  in  the  next 
decade  will  come  from 
part-time  jobs,  according  to 
analysis  which  underlines 
bow  flexible  working  pat- 
terns, particularly  in  ser- 
vices, have  become  one  of 
tbe  most  important  forces 
influencing  the  UK  economy. 

Forecasts  by  Cambridge 
Econometrics,  the  economics 
consultancy,  indicate  that  by 
2010  nearly  a third  of  all  jobs 
will  be  part-time,  up  from 
less  than  a fifth  in  198Q. 

The  growth  in  part-time 
working  will  make  general 
business  services  among  the 
biggest  generators  of  jobs 
over  the  next  decade,  accord- 
ing to  tbe  research.  Jobs  in 
this  area  will  expand  by  an 
average  4 per  cent  a year 
between  last  year  and  2010. 
compared  with  the  4.9  per 


cent  annual  growth  for  this 
sector  between  I960  and 
1998. 

In  contrast,  manufacturing 
will  lose  jobs  at  an  average 
1.5  per  cent  a year  until  2010 
compared  with  last  year,  a 
lower  rate  of  . lass  than  the 
3.7  per  cent  annual  decrease 
in  the  18  years  to  1998.  The 
UK  economy  will  support 
28.79m  jobs  hi  2010,  1.88m 
more  than  last  year,  the 
research  indicates.  Over  the 
same  period,  1.89m  new 
part-time  jobs  '.will  be  cre- 
ated, with  a . decline  in 
full-time  jobs  and  a small 
increase  in  self-employment 
also  changing  the  UK 
employment  picture. 

Tbe  biggest  changes  will 
affect  women,  who  by  2010 
will  have  more  part-time 
jobs  than  full-time  ones.  In 
198Q,  30  per  cent  fewer 
women  worked  part-time 
than  worked  full-time.  Large 


gains  in  part-time  working 
will  come  from  companies  in 
retailing,  distribution,  hotels 
and  catering  - fields  In 
which,  by  the  end  of  the 
next  decade,  nearly  a half  of 
all  employees  will  be 
part-time. 

The  research,  based  on 
unpublished  data,  highlights 
how  companies  using 
part-time  workers  can 
expand  their  services,  for 
instance  to  keep  shops  open 
late  at  night  or  serve  food 
and  drink  in  cafes  and  wine 
bars  around  the  dock.  Busi- 
nesses in  fields  such  as 
"teleshopping**  or  internet 
services  may  also  be  able  to 
gain. 

Tbe  research  bas  emerged 
from  Cambridge  Economet- 
rics' computerised  model  of 
tbe  UK  economy,  linked  to 
studies  by  the  Institute  for 
Employment  Research  at 
Warwick  University. 


Downturn  predicted  for  financial  services 


By  George  Graham, 
Banking  Editor 


Banks,  life  assurers  and 
building  societies  (mutually 
owned  home  loans  and 
savings  institutions]  are 
expecting  a sharp  downturn  - 
in  activity  over  the  next  tew 
months  as  the  UK  economic 
slowdown  starts  to  bite  in 
the  financial  services 
industry. 

A quarterly  survey  of 
financial  services  conducted 
by  the  Confederation  of  Brit- 
ish Industry,  the  principal 
UK  employers'  organisation, 
and  PrlceWaterhouse- 
Coopers,  the  consultants, 
found  that  although  busi- 
ness volumes  grew  faster 
than  expected  in  the  last 
quarter,  optimism  in  tbe  sec- 
tor continued  to  decline 
sharply.  “The  economic 
gloom  is  now  hitting  the 
financial  services  sector. 
Financial  services  compa- 
nies do  not  expect  to  escape 
tbe  economic  slowdown,” 


Economy  expanding  slightly,  says  research  institute 


Britain's  manufacturers  sire 
cutting  production  more 
quickly  than  at  any  time 
since  the  last  recession,  but 
the  economy  as  a whole  still 
'seems  to  be  growing  a little, 
Robert  Chat®  writes. 

Factory  output  fell  by  a 
seasonally  adjusted  0.2  per 
cent  in  November,  the  Office 
for  National  Statistics  said 


yesterday.  Factory  output 
has  now  fallen  for  four 
successive  months,  the 
longest  decline  since  late 

But  with  production  of 
services  still  rising  in  the 
public  and  private  sectors, 
the  economy  as  a whole 
continues  to  expend, 
according  to  the 


independent  National 
Institute  of  Economic  and 
Social  Research. 

The  Institute  of  Directors 
said  recent  cuts  in  Interest 
rates  had  produced  a 
modest  improvement  hi 
business  confidence.  Its 
latest  business  survey  also 
showed  order  books 
stabilising. 


said  Sudhir  Junankar,  asso- 
ciate director  of  economic 
analysis  for  the  CBL  • 

In  the  banking  sector, 
business  confidence-  fell 
more  sharply  than  it  bas 
done  since  1990.  No  bank 
reported  that  it  was  more 
confident  than  three  months 
ago,  while  77  per  cent  said 
they  were  less  confident, 
with  23  per  cent  unchanged. 

For  the  first  time  since 
September  1993,  banks 
reported  that  the  value  of 


their  bad  debts  had 
increased,  and  this  figure  is 
expected  to  rise  significantly 
in  the  next  three  months. 
Banks  also  saw  their  interest 
rate  spreads  squeezed  in  the 
last  three  months,  and  they 
expected  the  pressure  to 
remain. 

Angus  Hislop,  PwCs 
senior  banking  partner,  said, 
established  banks  could  no 
longer  delay  for  months 
before  bringing  their  lending 
rates  down  after  rate  cuts  by 


the  Bank  of  England,  the  UK 
central  bank.  General  insur- 
ers showed  greater  confi- 
dence, with  business  vol- 
umes increasing  over  the 
last  three  months  and  expec- 
ted to  continue  in  the  same 
direction  for  tbe  next  period. 
But  Peter  Mynors,  PwC’s 
senior  insurance  partner, 
said  the  year  had  ended  mis- 
erably, with  heavy  losses 
from  recent  storms  not 
reflected  In  tbe  survey 
results. 


“There  is  going  to  have  to 
be  a very  big  push  to 
increase  premium  rates 
because  the  losses  people  are 
suffering  are  -unsustainable,” 
he  said.  “But  in  a slowing 
economy,  are  rate,  increases 
going  to  be  achievable? 
There  has  to  be  a very  big 
question  mark  over  that." 

Lite  insurance  companies 
showed  a considerable  drop 
in  optimism.  No-one 
reported  greater  optimism, 
while  66  per  cent  said  they 
were  less  optimistic. 

• The  British  Retail  Con- 
sortium tailed  for  “an  imme- 
diate and  substantial  cut  in 
interest  rates”,  as  its  survey 
of  retail  sales  in  December 
showed  no  growth  compared 
with  the  same  period  in  1997, 
Richard  Adams  writes.  The 
figures  show  that  retail  sales 
shrank  by  03  per  cent  dur- 
ing the  last  three  months  of 
last  year,  tbe  first  time  that 
growth  has  turned  negative 
in  the  survey’s  five-year 
history. 


Danish 
cash  to 
help  fund 
diabetes 
centre 


The  UK  state  health  service 
will  today  launch  what  it 
“a  unique  alliance” 
with  the  drugs  industry  and 
academic  researchers  to  set 
up  a HOm  (516.8m,  €lL2m) 

"centre  of  excellence"  in  dia- 
betes and  related  Alnesses. 

Novo  Nordisk.  a Danish 
drugs  company  specialising 
in  diabetes,  will  donate  £4m 

to  the  centre  In  the  univer- 
sity city  of  Oxford,  which 
aims  to  bring  academic 
research,  clinical . practice 
and  teaching  closer  together. 

The  health  service  will 
spend  £4Jhn  to  relocate 
patient  services  from  the 
city's  Badclifie  Infirmary  to 
the  new  budding  likely  to 
be  completed  by  early  2001- 
Other  private  sector  funding 
will  be  sought. 

Frank  Dobson,  the  chief 
health  minister,  hailed  the 
“unique"  alliance  of  the 
health  service,  the  pharma- 
ceutical industry  and  the 
academic  community  of 
Oxford.  “For  tbe  first  time, 
they  have  come  together  in 
true  partnership  to  pool 
expertise  and  resources." 

The  Department  of  Health 
stressed  that  Novo  Nordisk 
is  funding  the  research  ele- 
ment of  the  new  centre  and 
that  responsibility  for 
patient  care  will  rest  solely 
with  the  health  service. 

“This  is  just  one  novel 
way  in  which  NHS  [health 
service]  facilities  may  be 
funded."  it  said.  “Such  devel- 
opments are  only  really 
appropriate  where  there  is 
significant  research  activity 
involving  bath  academics 
and  the  private  sector.” 

The  centre  will  employ 
about  150  clinicians  and 
researchers.  As  well  as  dia- 
betes, it  will  study  related 
diseases  such  as  osteopo- 
rosis. obesity  and  growth 
disorders. 

David  Matthews,  chairman 
of  the  centre,  which  is  likely 
to  handle  15,000  patients  a 
year,  said:  “Our  goal  is  to 
improve  the  understanding 
and  treatment  of  diseases, 
facilitating  the  • research 
effort  to  find  cures.” 

By  drawing  patient  care 
and  scientific  research  closer 
together  it  is  hoped  that  fas- 
ter progress  can  be  made  In 
developing  new  treatments. 

The  centre  also  hopes  to 
influence  national  and  even 
international  health  policy 
in  these  disease  areas  by 
establishing  itself  as  an 
example  of  best  practice. 

“Very  often  you  do 
research  and  even  though 
the  results  are  clear  cut,  -it’s 
not  translated  to  tbe  grass- 
roots level:  it's  a real  prob- 
lem,” said  Bury  Holman, 
deputy  director  of  Oxford's 
Diabetes  Research  Lab- 
oratories. 
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NEWS  DIGEST 

INVESTMENT IN  WALES 

Italian  paper  company  to 
open  $30m  factory 

op8nJ “SI* supply  the  northern  Euro-  - 
P«*  owned  business. 

ttSwelsh  Development  Agency  managing 
ChnS  £TSJifJwates.  said-  “Sowing  so  hard  on  the 

£5^ the Eu^pea^^ from  Denbighshire (abom 

US  sS^Briti^d  continental  European  mar- 

kTOB  a sufrsdiajy  of  Tokai  Rika  Company,  istoopeo  a 
Juliette  Jowrt,  Birmmgham 

BOOST  FOR  ALPORT  V- - 

Passenger  numbers  top  6.7m 

Passenoer  numbers  at  Birmingham  airport,  the  UK  s fourth 
11.3  per  cent  last  year  to  6.7m.  There  were 

iS^^trav^from  Scotland.  Northern  Ireland  and 

SUrest  England  flying  via  Birmingham,  m the  Mid- 
lands. to  mainland  Europe  and  North  America 
Brian  Summers,  managing  director,  sad.  Wth .me  ser- 
vices to  more  destinations  in  pros peel  the  on 

target  to  reach  7m  passengers  by  the  end  of  1999. 
Scheduled  traffic  grew  by  12.5  per  cent  and  charter  busi- 
ness by  9.4  portent.  New  scheduled  destinations 
inducted,  Bishkek  in  Kyrgyzstan,  Brussels.  Shannon  m the 
Republic' of  Ireland,  and  Caen  and  Le  Havre  m northern 
France.  Juliette  Jowft,  Birmingham 

FIESTA  CARS 


Ford  to  extend  production  cuts 

Fold  is  to  extend  until  March  production  cuts  of  Fiesta 
cars  and  vans  at  its  Dagenham  plant  In  east  London.  The 
company  yesterday  blamed  reduced  demand  tor  the 
vehicles  in  export  markets,  in  particular  southern  Europe, 
which  account  for  45  per  cent  of  the  plant's  output.  The 
cuts,  which  began  more  than  three  months  ago.  mean  that 
the  plant’s  more  than  4,000  workers  will  assemble  no 
vehicles  on  Thursday  night  and  Friday  day  shifts.  Dagen- 
ham,  which  makes  only  Fiesta  models  In  a number  of  vari- 
ations, normally  produces  around  600  cars  per  shift. 

The  Fiesta  continues  among  the  UK's  best-selling  cars, 
helped  by  its  domestic  production  base,  but  has  been  los- 
ing ground  to  more  modem  rivals  in  the  fiercely  competi- 
tive, wider  European  market  A facelifted  version  s expec- 
ted in  about  a year. 

While  BMW’s  Rover  offshoot  is  also  cutting  production, 
other  UK-based  carmakers  - including  Toyota,  Peugeot. 
Nissan,  Honda  and  the  Vauxhall  offshoot  of  General 
Motors  - have  all  been  increasing  output  from  their  British 
plants.  John  Griffiths,  London 


HURRICANE  FORECASTS 


Insurance  risk  model  unveiled 

A consortium  of  UK  insurers  yesterday  unveiled  a hurri- 
cane forecasting  system  that  could  potentially  save  them 
millions  of  pounds  through  improved  risk  assessment  The 
consortium,  called  Tsunami,  was  set  up  in  1997  by  eight 
UK  Insurance  companies,  brokers  and  Uoyds'  managing 
agents  to  fond  research  into  predicting  natural  disasters 
such  as  cydones,  typhoons  and  floods. 

The  forecasting  system,  which  predicts  the  probability  of 
hurricanes'  and  their  Intensities,,  was  devised  by  research- 
ers at  Urtfv&srty  College  London.  The  model  is  based  on 
factors  suchas  sea-surface  teriTperature,-  high  level  winds 
and  ranfatfiin  West  Africa,  which  are  known  to  Influence 
tropical  cyclone  development  " 

The  mocftel  forecasts  that  1999  will  have  an  above  aver- 
age level  df  cyclone  activity,  but  less  than  in  1998.  In 
1998,  seven  tropical  cydones,  Including  Hurricane  George 
and  Mitch;  hit  tbe  US  mainland,  making  it  the  third  most 
active  year  since  records  began  in  1871. 

The  model  is  Hkety  to  jpe  useful  for  Insurers  in  deciding 
how  far  they  need  to  reinsure  certain  risks  they  have 
underwritten.  Vanessa  Houlder,  London 
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Submarine  safe  on  earthquake  ‘sponge’ 

Japanese  technology  lies  behind  cradle  to  secure  nuclear  vessel,  James  Buxton  writes 


- -WT“wi- 

-teaflopM: 
. fiagtyiwtb'., 
remcffiSOH. 


The  next  time  a Royal 
Navy  nudear  submarine 
goes  into  dry  dock  at  its 
base  In  Rosyth,  Scotland,  it 
should  be  safp  against  dam- 
age from  an  earthquake  as 
powerful  as  that  which 
wrecked  tbe  Japanese  city  of 
Kobe  in  1995. 

The  risk  of  an  earthquake 
of  that  magnitude  striking 
Rosyth  - the  tremor  mea- 
sured seven  cm  the  Richter 
scale  - is  “incredibly  low”, 
says  Michael  Murray,  the 
chief  civil  engineer  for  Bab- 
cock Rosyth.  the  dockyard’s 
owner,  and  may  happen  only 
once  in  10.000  years. 

But  the  government’s 
Nuclear  Installations  Inspec- 
torate now  requires  nuclear 
submarine  docking  farfliHes 
to  withstand  a horizontal 


acceleration  of  0^5  times  the 
force  of  gravity,  such  as  that 
generated  at  Kobe. 

“The  probability  of  a big 
earthquake  at  Rosyth  is  not 
high,”  admits  David  Baud  of 
Babtie  Group,  the  engineer- 
ing consultants.  “But  when 
you  factor  In  the  possible 
consequences  for  public 
safety  if  there  was  one,  you 
realise  you  have  to  take 
action.” 

The  previous  method  of 
supporting  a submarine  with 
a cradle  inside  the  former 
battleship  dock  at  Rosyth 
could  not  prevent  the  boat 
from  rolling  in  an  earth- 
quake, potentially  damaging 
its  hull  and  nudear  reactor, 
he  says. 

To  increase  its  protection 
against  earthquakes,  Rosyth 


has  installed  what  Bab  tie 
says  is  the  world’s  first 
setemically  isolated  docking 
cradle,  which  the  company 
designed. 

The  submarine  lies  on  tra- 
ditional steel  blocks,  but 
these  are  fixed  to  a concrete! 
raft  resting  on  rubber  bear- 
ings designed  to  remove 
most  of  the  earthquake’s 
energy.  It's  as  if  you  were 
supporting  tbe  submarine  on 
a soft  sponge,"  says  Mr 
Baird.  “The  sponge  -can 
move  but  the  submarine 
stays  where  it  is.” 

A test  of  the  system  last 
year  using  a decommis- 
sioned nudear  submarine 
demonstrated  that  the  loads 
that  would  be  imposed  an  it 
by  an  earthquake  were 
reduced  by  a fector  of  seven. 


meaning  that  the.  cradle 
could  absorb  a- horizontal 
acceleration  of  0.35  times 
gravity,  greater  than  the 
Kobe  upheaval. . 

Babtie  based  its  cradle  on 
technology,  that  uses  rubber 
for  protecting  buildings  in 
Japan  agajnst  earthquakes, 
which  proved  successful 
where  it  was  employed  at 
Kobe.  Installation  of  the  cra- 
dle. costing  £2.5m  ($4J«m), 
has  enabled  Rosyth  to  meet 
the  highm;  standards  set  by 
the  NH  aid.  so  continue  to 
dock  nueflear  submarines 
under  caidract  to  the  Minis- 
try of  Xkgpice. 

Babtie  hopes  it  can  export 
its  patented  design  to  other 
countries ; that  have  nuclear 
EQbmarmes,  as  well  as  “a 
18&ture  safety  culture  where 


the  benefits  will  he  re 
“Jsed  and  valued".  It  c 
also  be  used  for  other 
repair  work  in  areas  1 
higher  levels  of  earthqi 
risk,  such  as  Japan,  1 
Zealand  or  tbe  west  tua 
the  US. 


UK  to  share  expertise  on  hostage  incidents 


By  Andrew  Pariur, 
Pofflcai  Correspondent 


Robin  Cook,  UK  foreign 
secretary,  yesterday 
responded  to  recent  Yemeni 
hostage-taking  incidents  by 
announcing  plans  to  hire  a 
counter  terrorism  expert 
who  prill  advise  other  coun- 
tries on  doaUng  with  similar 
situations. 

The  UK  has  already  pro- 
vided a programme  of  train- 
ing and  advice  to  25  coun- 
tries on  techniques  for 
hostage  negotiation  and 
measures  to  counter  terror- 
ism. The  new  anti-terrorism 
expert,  who  wffl  work  as  a 


consultant  to  the  UK  For- 
eign Office,  is  charged  with 
ensuring  a common  under- 
standing of  the  best  tech- 
niques for  dealing  with 
. hostage-taking  incidents. 

Mr  Cook  said  the  Foreign 
Office  would  also  hold  global 
seminars  to  share  best  prac- 
tice in  handling  terrorist 
incidents.  Yemeni  govern- 
ment officials  have  admitted 
their  country  failed  to  wain 
foreign  embassies  that  ter- 
rorist activity  had  recently 
been  stepped  up  in  the  coun- 
try. 

Mr  Cook  said  he  had 
received  assurances  from 
Abdul  Kharim  Iryani. 


Yemeni  prime  minister,  that 
no  force  would  be  used  with- 
out prior  consultation  with 
the  UK  to  secure  the  release 
of  John  Brooke,  an  oil 
worker  kidnapped  by  tribes- 
men in  Yemen  on  Saturday. 

The  foreign  secretary, 
referring  to  the  five  UK 
nationals  arrested  in  Yemen 
cm  December  24.  said  he  had 
told  the  country's  authori- 
ties that  “if  the  five  men  are 
to  be  charged,  then  those 
charges  must  be  brought 
soon ...  If  they  are  not  to  be 
charged,  then  they  must  be 
released”. 

He  said  there  remained 
“much  confusion”  about  the 


°rcumB*ances  leading  to  the 
deaths  of  three  British  tour- 
ate  kidnapped  in  Yemen  on 
tJ^ember  28.  Yemeni  secu- 
rity forces  opened  fire  on 
Mamie  militants,  who  had 
■kidnapped  16  tourists. 

The  fpreign  secretary  said 
the  UK*S  travel  advice  for 
citizens  while  abroad 
airrady  erred  on  the  side  of 
caution,  but  added  that  the 
government  needed  to  be 
® **n  by  anyone 
thinking  of  travelling  to  dan- 
gerous parts  of  the  world”. 
He  said  he  wanted  to  con- 

Vn!ifUry  agreement 
with  the  British  travel  indus- 
try  -which  will  to 


improve  the  public's 
hess  of  visiting  co 
where  their  lives  mav 
at  risk. 

Tam  Dal  yell,  an  Ml 
governing  Labour 
asked  whether  air 
would  resu,np  when  t 
lem  holy  month  of  & 
came  to  nu  end  at  tin 
end.  Mr  Dalyell  is  a < 
last  month's  fiesei 
operation  against  1 
which  Royal  Air  Fqj 
took  part  under  Ui 
mand.  Mr  Cook  insist 
the  taking  of  the  16  h 
m Yemen  in  Dwemt 
nothing  to  do  with  i 
strikes. 
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Any  Windows  NT®  workstation 
can  do  graphics.  Only  one  is  specifically 
designed  to  make  you  say 
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Introducing  the  newest  addition  to 
the  Silicon  Graphics®  family  of  visual 
workstations.  The  operating  system  is 
Windows  NT  And  the  computer  is 
pure  Silicon  Graphics.  Featuring  our  Integrated  Visual 
Computing  (IVQ  architecture  with  the  Cobalt'* 
graphics  chipset,  these  breakthrough  machines  move 
graphics  data  six  times  faster  than  AGP  2X-based 
machines" — a massive  32GB  per  second.  What's 
more,  our  IVC  architecture  integrates  i 0/1 00  Ethernet 
IEEE- 1394,'"  USB  and  professional  video  I/O  for  a 


blistering  12-fold 
increase  in  bandwidth  over  other 
PC  workstations/  Finally,  you  can  get  the  outrageous  2D, 
3D  and  digital  media  performance  you  expect  from 
Silicon  Graphics — for  about  the  price  of  a mere  clone. 
The  Silicon  Graphics  320"  workstation  starts  at  just 
US  $3,905*  Or  choose  the  Silicon  Graphics  540" 
workstation11  from  only  US  $6,895.*  Supporting  up  to 
four  Intel®  Pentium®  il  Xeorf  processors,  it’s  the  most 
scalable  Windows  NTT  workstation  around  Either  way 
your  computer  will  scream.  And  so  will  you. 


Silicon  Graphics  320  Visual  Workstation 

•Silicon  Graphics  integrated  Visual  Computing  architecture 
with  Ccbdt  graphics  dvpset 

• Supports  up  to  two  Intel*  Pentium9  H processors  (up  to  450MHz) 

* UltraATA  or  optional  Uttra2  SCSI  drives  up  to  28GB  toto/  copocrty 
•M/croso/t*  W/ndbws  NT • VVforfcstotion  4.0 

•Scalable  up  to  IGB  ECC  SDRAM 
•Add  the  SuperWide"  1 7 3n  Silicon  Graphics 
I600SW " digital  flat  panel  monitor  (shewn) 
for  only  US  $Z869"  Bftitm rl 
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For  more  information,  please  call  your  regional  SGI  office  below  or  visit  us  at  WWW.Sgi.COITl/go/global 


•Austria 01.7986848 

•Belgium 02679.0053 

►Czech  tepubfc..  05.4 1.I9J  939 
•Denmark....  43.438600 


•Finland.;....  09.6.1332433 
•France. 0800244244 
•Germany  ....  01805.998900 
■Greece 681.9580 


•Hitfigary 391.4455 

•Italy 167.372060 

•Netherlands..  030869.6743 


■ Norway. 67.IJ.46.00 

•Pbland 02281.32867 

•Fhrtugal 01.4221 100 


•Russia 095.9358484 

•Spain 091.398.4200 

•Sweden 08.470.0000 


Please  mention  source  code  1025 


• Switzerland  ..01 .738.4242 

•Turkey 0216.474.0374 

•UK 07000320540 

ext  1003 


■tfpMiflUK- 


(MStoQtfawM 


»v-ubbj:1 


t 


g -dfi  ^ 2 S. 


3 


10 


FINANCIAL  TIMES  TUESDAY  MNUARV  U 


MANAGEMENT 


INTERVIEW  WILHELM  BONSE-GEUKING,  VEBA  OIL: 


Growth  seeker  in 
the  land  of  giants 


i 


The  heat  is  on  for  the  oil  subsidiary  of  the  Veba 
conglomerate,  its  chairman  teds  Ralph  Atkins 
the  directions  in  which  it  Gould  move 


“It  Is,"  says  Wilhelm 
Ronse-Geuking,  chairman 
of  Veba  Oil,  “a  typical 
German  question  to  ask  if  you 
are  too  small."  But  it  is  the  first 
thought  that  springs  to  mind  for 
anyone  visiting  the  oil  group's 
headquarters  in  Gelsenkirchen, 
north  Germany. 

With  Exxon  combining  forces 
with  Mobil,  and  British  Petro- 
leum merging  with  Amoco  to 
form  a new  league  of  world  oil 
giants,  Veba  Oil  - with  a turn- 
over last  year  of  DM24bn 
(Si-1 .30 tin)  - is  looking  something 
of  a minnow.  Worse,  perhaps,  in 
shareholders'  eyes.  Veba  Oil  is 
merely  a subsidiary  of  the  Veba 
diversified  industrial  conglomer- 
ate - and  therefore  surely  the 
obvious  place  where  shareholder 
value  would  be  destroyed  as  fast 
as  the  oil  is  pumped? 

That  quandary  is  not  unique  to 
Veba  OiL  A raft  of  other  German 
businesses  are  subsidiaries  of  the 
country’s  numerous  industrial 
conglomerates.  But  low  oil  prices 
add  urgency  in  Veba  Oil’s  case. 
When  economies  of  scale,  syn- 
ergy savings  and  focus  are 
demanded  by  shareholders,  can  a 
company  such  as  Veba  Oil  afford 
to  remain  a small  part  of  a 
sprawling  group?  Or  should  it  be 


sold  and  merged  into'  a larger 
entity? 

Mr  Bonse-GeuMng  admits  his 
bigger  oil  industry  rivals1  are  in  a 
different  league.  “They  have  the 
capital  power  and  the  more  bal- 
anced portfolios.  They  also  have 
enormous  hidden  reserves:  in 
assets  as  well  as  money." 

An  international  operation  has 


The  idea  is  that 
Veba  should 
eventually  offer 
‘one-stop  shopping 
for  energy1 


other  advantages,  whether  flying 
in  specialists  to  tackle  particular 
problems  in  03  projects  or  offer- 
ing international  services  on  the 
petrol  station  forecourt 

Tt  is  already  a negative  for  us 
that  with  a Shell  card  you  can  811 
up  anywhere  in  Europe."  says  Mr 
Bonse-Geoking. 

But  Veba  03,  he  argues,  judges 
itself  against  other  yardsticks.  Is 
it  dominant  in  its  chosen  mar- 
kets? Is  it  sufficiently  big  to  win 


economies  of  scale?  "In  the  mar- 
kets where  we’re  active,  we  have 
to  be  at  least  as  big  as' the  main 
competitors.” 

In  Germany.  Veba  03  claims 
the  number  one  position  in 
“downstream”  activities  - includ- 
ing the  processing  and  marketing 
of  oil  and  petrochemical  products 
- with  a market  share  of  19  per 
cent  It  also  has  a 56  per  cent 
stake  in  Aral,  the  country's  larg- 
est chain  of  petrol  stations.  It  lias 
an  intimacy  with  Germany  that 
is  a useful  asset  at  a time  when 
the  new  coalition  government. 
Including  the  Green  party,  plans 
higher  taxes  on  energy.  Mr 

Bo nse-Ge  uking  also  says  Veba. 
03  can  react  Easter  than  larger 
competitors. 

All  of  the  above  justifies  - per- 
haps - remaining  a mid-size 
player  in  the  world  market.  But 
what  sense  does  it  make  to  .be 
part  of  the  Veba  conglomerate 
structure? 

Mr  Banse-GeuKng  says  there 
are  significant  advantages.  But 
surprisingly,  considering  Veba 
03  has  been  part  of  the  DQssel- 
dorf-based  Veba  group  since  1936. 
his  plans  are  not  yet  fully 
formed.  The  idea,  he  suggests,  is 
that  Veba  should  eventually  offer 
“one-stop  shopping  for  energy"  - 
bringing  together  its  electrical 
and  gas  Interests  as  well  as  its 
domestic  heating  and  other  oil 
divisions. 

The  obvious  retail  outlet  or  - 


WHhebn  Bonse-GeuUng;  Veba  OP  may  be  a minnow  but  ft  judges  Its  activities  against  other  yardsticks 


marketing  brand  would  be  Aral, 
which  through  its  petrol  stations 
is  estimated  to  have  500m  “cus- 
tomer contacts”  annually  and  a 
name  recognition  in  Germany 
only  a little  behind  Coca-Cola. 
With  hardly  a change  In  Its  port- 
folio, Veba  could  become  a broad- 
ranging  power  group,  akin  to  an 
Integrated  UK  utility. 

So  for,  however,  it  has  not 
quite  come-  about  Ulrich  Hart- 
mann, the  chairman  of  the 'Veba 


group,  has  talked  only  generally 
about  an  overall  energy  concept 
for  the  conglomerate.  An  obvious 
problem  is  that  Veba  03  does  not 
have  control  of  the  Aral  petrol 
station  business.  It  has  a major- 
ity of  the  shares  but  only  a third 
of  the  votes.  Worse,  one  of  the 
other  shareholders  is  Mobil,  a 
competitor. 

. The  other  owner  is  Wlnter- 
sha.ll.  a rival  oil  and  gas  group. 
For  years,  the  three  partners 


have  dallied  with  possible  solu- 
tions that  might  give  Veba  03 
foil  control  - but  without  suc- 
cess. Mr  Bonse-Geuking  says:  “It 
takes  two  to  tango.  At  Aral  it 
takes  three.” 

It  is  possible  that  Mobil's 
merger  with  Exxon  might  lead  to 
a change  In  the  former’s  strategy. 
Until  that  happens,  Veba  03  is 
locked  in  a typical  German  strug- 
gle to  find  a consensus  approach 
to  its  problem  at  Aral  which,  in 


turn,  appears  to  be  blocking  tlis 
development  of  the  whole  group. 
“Sooner  or  later  w will  have  to 
come  up  with  a solution."  wn 
Mr  Bonse-Geukinp. 

Yet  with  the  oil  industry  con- 
solidating. Veba  Oil  cannot  stiiml 
stiff  for  long.  He  is  aware  of  the 
pressure  and  is  careful  nut  in 
rule  out  Veba  Oil  itself  lavomms: 
part  of  the  merger  trend.  “ Almost 
everyone  is  talking-  to  everyone." 
he  admits. 
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PEOPLE  ON  THE  MOVE 


Lockhart  recruited 
to  AT&T  in  new 
post  of  chief 
: marketing  officer 

' Michael  Armstrong,  diairman  of 
AT&T,  reached  outside  the 
, company  again  last  week  to 
make  another  key  appointment 
-this  time  by  hiring  the  US 
telecommunications  company's 
first  chief  marketing  officer. 

He  has  found  an  unusual  mix 
of  experience  In  the  person  of 
Eugene  Lockhart  Aged  49, 
Lockhart  first  shot  to  prominence 
In  the  City  of  London  in  the 
1960s  while  chief  technology 
officer  at  the  former  Midland 
. Bank.  The  telephone-based  bank 
he  created.  First  Direct,  was  the 
‘ first  of  rts  kind  and  demonstrated 
. the  two  skills  that  drew  the 
attention  of  AT&T:  a good 
understanding  of  technology  and 
a sharp  eye  for  marketing. 

Since  his  Midland  days, 

. Lockhart  has  spent  time  running 
Mastercard  International,  where 
he  made  a market  championing 
the  idea  of  co-branding,  one  area 
where  Mastercard  stole  a march 
on  'rts  larger  competitor,  Visa.  He 
also  ran  the  retail  operations  of 
Ban  kAm erica,  but  was  one  of  the 
senior  executives  to  leave  on  that 
bank’s  merger  with  NationsBank. 

At  AT&T,  Lockhart  will  be  in 
. charge  of  a brand  that  is 
regularly  ranked  as  one  of  the 
most  valuable  in  the  country.  He 
will  also  face  a difficult 
technology  challenge:  merging 
the  billing  and  customer  care 
operations  of  the  telephone 
company  with  those  of  television 
company  TCI,  a rale  that  is  key 
to  Ma  Bell's  success  in  selling 
telephone,  cable  television  and 
internet  services  to  millions  of 
ordinary  Americans. 

Richard  Waters.  New  York 

Gibson  focuses  on 
Nissan’s  strategy 

Carmaker  Nissan  has  carried  out 
a reshuffle  that  will  mean  newly 
knighted  Sir  Ian  Gibson,  the 
Japanese-owned  company's 
most  senior  European,  focusing 
on  longer-term  strategic  Issues 
within  Nissan's  European 
operation. 

Sir  lan.  one  of  the  UK's  most 
influential  manufacturing 
champions,  win  now  concentrate 
on  his  role  as  Nissan  Europe's 
vice-president  of  manufacturing 
and  purchase. 

After  18  months  of  holding 
three  of  Nissan's  key  jobs,  he  is 
stepping  down  from  his  posts  as 
managing  director  of  Nissan 
Motor  Manufacturing  (UK)  Ltd, 
the  Sunderland  manufacturing 
operation,  and  managing  director 
of  Nissan  Motor  Iberica  SA,  the 
Barcelona-based  Spanish 
operation. 

At  Sunderland,  deputy 
managing  director  John 
Gustmaghan  steps  up  to  the 
managing  director  rote  and  at 
Barcelona  deputy  managing 
director  Raphael  Boronat  moves 
up  to  managing  director. 

Sir  lan  said  his  main  focus  now 
was  on  what  will  happen  within 
Nissan  Europe  in  a two-  to 
six-year  timescale.  Nissan's 
maturing  European  activities 
have  been  developing  a much 
Closer  structure,  including  moves 
towards  common  purchasing  and 
engineering. 


Cushnaghan,  53,  who  joined 
Nissan  at  Sunderland  in  its 
infancy  as  production  director  in 
1984,  said  the  next  two  years 
would  be  highly  challenging  for 
the  Sunderland  plant  as  it  seeks 
to  optimise  its  capacity.  In 
January  2000  it  starts  producing 
a third  model,  the  Aknera  . 
replacement  Mixed  model  r .V  . 
production  is  one  of  the  biggest 
tasks  the  Sunderland  plant  has. 
ever  faced,  he  said. 

Boronat,  who  fike  Cushnaghan 
has  dedicated  his  entire  career  to 
the  automotive  industry,  has. 
focused  on  design  and 
development,  product  planning^ 
arid  new  projectindustriai  • - y ' 
development 

Chris  Tighe,  Newcastle  Upon 
Tyne 

Forstmann  Little 

recruits  Bowles 

' ■ .<  - 

EreWne  Bowles,  the  former 
White  House  chief  of  staff,  has 
Joined  Forstmann  Little,  the  ' 
private  equity  group,  as  a general 
partner. 

Forstmann  said  that  Bowles,, 
who  served  as  chief  of  staff  for 
two  years  from  November  1996. 
would  have  “a  significant 
ownership  position  in  the  flraT.- 
Bowfes,  53,  is  to  continue  his 
affiliation  with  Carousel  Capital, 
the  merchant  banking  firm  that 
acquires  middle  market 
companies  in  the  south-east  of 
the  US.  In  1996  he  co- founded 
the  firm  before  moving  to  the 
White  House. 

Forstmann  said  it  has  made  a 
S50m  commitment  to  Carousel 
and  that  under  the  terms  of  their 
alliance,  Carousel  will  continue  to 
focus  on  middle  market 
transactions  and  Forstmann  on 
larger  deals. 

“My  partners  and  I look 
f onward  to  working  closely  with 
him  on  a fun-time  basis  in  the 
years  ahead,"  said  Theodora 
Forstmann,  senior  partner  of  the 
firm.  “We  are  also  enthusiastic 
about  our  new  alliance  with 
Carousel  Capital,  the  firm  Erekine 
recently  founded,  which  will 
enable  us  to  extend  our  reach 
into  smaller  companies  in 
partnership  with  a premier 
middle-market  investment  firm," 
he  said. 

Forstmann  was  founded  in  1 
1978  and  since  then  has  invested 
more  than  $13bn  in  23 
acquisitions,  including  General 
Instrument,  Ziff-Davis  and  Dr 
Pepper. 

From  October  1994  to 
December  1995  Bowles  was 
assistant  to  the  president  and 
deputy  chief  of  staff  and  before 
serving  in  the  White  House 
Bowles  was  administrator  of  the 
US  small  business  administration 
from  May  1993  to  September 
1994. 

Before  that  he  was  chairman 
and  chief  executive  of  Bowles 
HoJIowell  Conner,  a North 
Carolina  investment  banking  firm 
he  founded  in  1975.  ' 

Wiliam  Lewis,  New  York 

Giverholt  resigns 
from  Den  Norske 

Den  Norske  Bank  and  Christiana 
Bank,  Norway's  two  largest 
tenders,  announced  last  week  the 
departure  of  two  of  their  senior 
executives. 

John  Giverholt  46,  resigned 
as  chief  financial  officer  and 
deputy  managing  director  of  Den 


Norske  Bank,  Norway’s  leading 
bank,  to  take  up  a newly  created 
position  at  Orkla,  a Norwegian 
- consumers  good  and  chemicals 
company. 

On  the  same  day,  Ludvik 
Sandnes,  49,  resigned  as 
director  of  Christiania  Bank's 
asset  management  and  insurance 
business  Kreditkassen. 

The  restorations  came  amid  a 
wave  of  Norwegian  financial 
monger?  and  speculations  of 
forthtf  link-ups.  Last  week, 
Storebrand  launched  a NKiT.6bn 
($21 5m)  bid  for  Rnarisbanken,  a 
Norwegian  bank,  in  December 
Den  Danske  Bank,  Denmark’s 
largest,  secured  shareholder 
approval  for  its  NKr5.8bn 
takeover  of  Fokus  Bank,  ’ 
Norway’s  fourth-Jargest  tender, - 
after  a bidding  war  wflh  Svenska 
Handetsbanken,  Sweden's 
largest 

From  April  1 Giverholt  will  be 
Oridas’s  director  for  developing 
shared  services  and  realising 
synergies. 

Giverholt  has  worked  since 
1988  as  deputy  managing 
director  at  DnB,  senring  briefly 
last  year  as  acting  president  and 
chief  executive  officer  following 
the  departure  of  Finn 
HvtstendahL 

No  replacement  lor  GNeihott 
has  been  announced  yet 
Sandnes  resigned  over  a 
disagreement  with  Christiania 
Bank's  management  after  he  had 
presented  a plan  for  building  his 
savings  products  area. 


GtaHhott:  resigns  from  Den  Norsks 

comprising  K-Fondene,  Norske 
Uv.  active  asset  management 
and  bank  deposits. 

Christiania  Bank  said  it  had  not 
named  a replacement  and  may 
end  reorganise  the  business 
area. 

Valeria  Skotd,  Oslo 

Gutierrez  at 
Kellogg  helm 

Shares  in  Kellogg,  the  world's 
biggest  but  beleaguered  cereal 
manufacturer,  got  a small  fillip 
last  week  when  Carlos  Gutierrez 
was  named  as  its  new  chief 
executive,  with  effect  from  April. 

But  the  task  facing  the 
45- year-old  Cuban-born 
executive,  who  was  elevated  to 
the  position  president  and  chief 
operating  officer  only  last  June, 
still  looks  formidable. 

Kellogg's  problems  have  been 
well  aired.  Changing  consumer 
breakfast  habits  have  caused  the 
US' cereal  market  to  shrink  from 
around  $8bn  to  S72bn  over  a 
four-year  period.  Within  this 
reduced  segment,  owrHabei 
competitors  peddling  cheaper 
cereals  have  been  snaring 


cost-conscious  customers,  while 
General  Mills  has  appSed 
pressure  at  the  premium  end. 

As  a result,  Kellogg's  share  has 
dropped  from  around  35  per  cent 
to  just  under  32  per  cent  over 
the  past  couple  of  yeas. 
Overseas  Kellogg  has  seen  Its 
non-US  market  share  fall  from  52 
per  cent  In  1992  to  around  45 
per  cent  by  1997,  according'  to 
analysts  at  Salomon  Smith 
Barney. 

Gutierrez’s  task  is  to  reverse 
those  trends.  He  comes  to  the 
job  with  23  years  of  experience 
at  Kellogg,  starting  as  a sales 
representative  in  Mexico  and 
therfmoving  on  to  run 'operations 
in  bath  North  America  and  Latin 
America,  and  in  the  Asia-Pacific 
negioa 

Immediately  ahead  of  his  * 
appointment  last  June,  he  was 
working  as  executive 
vice-president  for  global  business 
development  He  was  credited 
there  with  a number  of 
successful  product  launches  - 
although  mainly  outside  the  US  - 
and  an  expansion  of  the  cereal 
giant’s  convenience  food  tines, 
such  as  Nutii-Graln  bars  and 
Rice  Krispie  Treats. 

Wall  Street  is  pinning  its  hopes 
on  Gutierrez's  admittedly  brief 
track  record  as  Kellogg's 
president,  seeing  some  signs  of 
a more  aggressive,  and  less 
insular,  approach.  Last  autumn, 
for  example,  two  company 
veterans  - Thomas  Knowtton. 
president  of  Kellogg  North 
America,  and  Donald  Fritz, 
president  of  Kellogg  Europe  - 
resigned  in  what  was  viewed  as 
a general  management  shake-up. 
Jean-Louts  Gourfoin,  head  of  the 
Aslan  business,  took  over  the 
European  operations,  leaving  a 
hole  In  the  Asia-Pacific  region. 
Last  week,  Kellogg  plugged  that 
ty  recruiting  JacobusGrriot, 
formerly  with  Procter  & Gamble, 
the  consumer  products  group. 

The  North  American  post  remains 
vacant,  but  there  is  talk  that  this, 
too,  wlH  go  an  outsider. 

Meanwhile,  Kellogg’s  latest 
cost-cutting  efforts,  with  ' 
hundreds  of  jobs  shed  at  its 
Battle  Creek  headquarters,  have 
also  been  attributed  to 
Gutierrez’s  lead.  But  he  has 
prefered  to  stress  investment  in 
new  products  and  expansion  of 
the  convenience  food  lines  as  the 
key  factor  going  forward." 

NJWtf  Taft,  Chicago 


Ascher  joins 
Timber  Hill  . 

Tom  Ascher,  the  former 
vice-chairman  of  the  Chicago 
Board  Options  Exchange,  the 
world’s  largest  options  exchange, 
is  to  join  Timber  HB1,  the 
Greenwich.  CoinectkiUt-based 
derivatives  trading  firm. 

Asher,  who  ceded  the 
vice-chairmanship  at  GBOE-  just 
before  Christmas  after  two 
one-year  terms,  will  be 'Timber 
HiH’s  liaison  to  exchanges, 
regulatory  bodies  and  the 
securities  industry  generally. 

He  will  continue  to  Work  from 
CBOE’s  floor  in  Chicago,  arid 
remain  a director  of  the- options 
exchange.  Timber  Hill  and  its 
Interactive  Brokers  subsidiary 
have  generally  been  seen  as 
keen  supporters  of  the 
derivatives  industry’s  shift 
towards  computer-based 
technology  and  automated 
trading  systems. 

Nikki  Tah,  Chicago 


HEALTH  MANAGEMENT  OF  DIABETES 


From  test-tube  to 
bedside  and  back 


David  Pitting  on  a £10m  centre  for  the 
treatment  of  diabetes,  which  wants  doctors  to 
respond  more  quickly  to  clinical  findings 


It  took  20  years  to  prove 
the  .point.  Over  that 
period  5,000  people  with 
adult-onset  diabetes  were 
enrolled  in  the  largest  clinical 
trial  of  the  disease  ever  under- 
taken. The  results,  conclusive 
and  compelling,  were  released 
with  great  fanfare  last  Septem- 
ber? in  Britain,  where  the  trial 
took  place  and  where  L8m  people 
suffer  from  diabetes,  the  findings 
hardly  caused  a ripple. 

Rury  Holman,  deputy  director 


researchers,  who  could,  for  exam- 
ple, be  able  to  link  the  finding  to 
a particular  gene. 

“There  is  going  to  be  an 
increasing  push  to  integrate 
research  aspects  of  disease  with 
patient  care,"  says  Prof  Bell. 
“We're  going  to  move  from  a situ- 
ation where  we  have  an  empiri- 
cal approach  to  one  where  you 
have  an  understanding  of  the 
mechanism  of  a disease.” 

Prof  Bell,  a last-talking  Cana- 
dian who  spent  several  years  at 


sianals  and  healthcare.  The  uni- 
versity comes  in  with  heavy- 
weight academic  credibility.  And 
Novo  Nordisk  comes  in  with  not 
only  cash,  but  a whole  lot  of 
expertise.” 

Of  the  involvement  of  big  busi- 
ness. Prof  Bell  says:  "You  can't 
ignore  the  tremendous  power  m 
terms  of  resources  and  skills  m 
{industry!  that  enable  us  to  do 
things  we  simply  couldn't  hope 
to  do  in  publicly  funded  sci- 
ence . . . Getting  corporations 
aligned  to  academic  goals  has 
become  a great  deal  easier." 

Novo  Nordisk.  which  has  u 
similar  arrangement  with  the 
Steno  diabetes  clinic  in  Copen- 


of  Oxford  University’s  Diabetes  — hagen,  believes  it  can  gain  valu- 


Research  Laboratories,  which  ran 
the  study,  admits  he  is  disap- 
pointed. “We  need  to  go  out  and 
ten  the  world." 

Results  proved  that  aggressive 
management  of  blood  glucose  lev- 
els and  blood  pressure  in  diabet- 
ics dramatically  reduces  the  inci- 
dence of  strokes,  heart  attacks, 
kidney  damage  and  loss  of  vision  powerful 


If  I can  stand  up 
and  say:  (l  do  this 
in  my  own  clinic1, 
it’s  much  more 


able  insights  through  being  more 
closely  involved  with  patients. 

“Observations  in  the  clinic  are 
one  of  the  better  ways  to  make 
future  innovations  in  our  prod- 
ucts," says  Mads  Ovliaen.  chief 
executive.  It  was  because  of  its 
relationship  with  Steno.  he  says, 
that  the  company  was  the  first  to 
develop  an  “insulin  pen"  as  an 


■^distressingly,  common  side-  ...... — alternative  to  multiple  daily 

” ' injections.  Being  close  to  patients 

made  the  company  realise  that 
patients  were  desperate  for  an 
alternative. 

But  that,  stresses  Prof  Bell,  is 
the  most  Novo  Nordisk  can  hope 
for.  The  company  will  not  have 
its  name  above  the  Oxford  clinic, 
nor  will  its  funding  be  on  an 
exclusive  basis. 

And  if  the  Danish  company 
wants  to  develop  commercially 
any  of  the  research  done  at 
Oxford,  it  will  have  to  negotiate 
separately.  "What  they  have 
bought  is  a ticket  to  the  fair- 
ground. if  they  want  to  ride  on  a 
ride,  they’ff  have  to  pay  all  over 
again." 


1 expert,  who  will  work  as  a ADdol 


effects  of  the  disease.  Many  phy- 
sicians had  previously  believed  it 
was  enough  to  bring  glucose  and 
blood  pressure  levels  within  an 
"acceptable  range".  To  do  more 
than  this,  some  believed,  could 
actually  be  harmfuL 
“We  now  know  that's  wrong," 
says  Prof  Holman.  The  problem 
now  is  to  get  the  message  across. 

Persuading  doctors  to  respond 
more . quickly  to  academic 
research  is  part  of  the  rationale 
behind  a £lOm  centre  of  excel- 
lence being  launched  tn  Oxford 
today.  The  Oxford  Centre  for  Dia- 
betes, Endocrinology  and  Metabo- 
lism. which  wQl  be  jointly  funded 
by  the  National  Health  Service 
and  Novo  Nordisk.  a Danish 
drugs  company,  aims  to  narrow 
the  gap  between  research  and 
clinical  practice  and  to  establish 
best  practice  by  example. 

“I  go  to  academic  conferences 
and  tell  people  the  results  of 
research  all  the  time"  says  Prof 
Holman,  whose  department  wiff 
move  to  the  new  centre  when 
construction  is  finished,  probably 
in  early  200L  “But  if  I can  stand 
up  and  say:  T do  this  in  my  own 
clinic’.  It’s  much  more  powerful." 

The  centre  of  excellence  will 
gather  Oxford's  prominent,  but 
widely  scattered,  resources  in 
diabetes  under  one  roof,  instead 
of  having  teaching  staff  in  one 
place,  researchers  in  another  and 
doctors  and  patients  in  a third. 
The  idea  - borrowed  from  US  bio- 
technology culture  - is  that 
people  from  different  disciplines 
win  meet  and,  it  is  hoped, 
exchange  ideas  in  an  atrium  cafe 
designed  for  that  purpose. 

It  will  be  an  Iterative  process 
from  bedside  to  lab,  from  fob  to 
bedside  and  back  to  lab  again." 
says  John  Bell,  Nuffield  Professor 
of  Clinical  Medicine  and  a driv- 
ing force  behind  the  project 
Prof  Bell,  who  will  act  as  link- 
man between  industry,  academia 
and  the  NHS,  believes  scientific 
knowledge  can  be  advanced  and 
patient  tare  improved  by  bring- 
ing clinical  observations  closer  to 
the  research  base. 

A doctor,  he  says,  might  for 
years  have  noticed  that  patients 
with  a particular  physical  charac- 
teristic did  not  respond  well  to  a 
given  treatment  That  valuable 
insight  might  never  reach 
itjiarrm  jxyam,  -mam  amiasiuu 


Stanford  University,  California, 
in  the  1980s,  believes  the  “trian- 
gular” agreement  between  aca- 
demia. business  and  the  NHS  wiff 
yield  results.  Stanford  was  a pio- 
neer In  patenting  technology  and 
linking  its  research  to  industry. 

The  Oxford  arrangement, 
which  Prof  Bell  says  is  a first  in 
the  UK,  “will  bring  the  [cash- 
starved]  NHS  and  private  busi- 
ness into  the  circle  with  academ- 
ics acting  as  honest  brokers 
.:  .What  te  unique  here  is  that 
we  have  got  a three-cornered 
partnership  that  is  genuinely  bet- 
ter than  the  sum  of  its  parts.  The 
health  service  contributes  profes- 
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Dumb 
by  name 
but  not 
by  nature 

Young  artists  have 
plundered  art  history* 
with  considerable 
panache,  says 

William  Packer 

Dumb  Is  as  Dumb  does.  If  there  Is 
an  objection  to  the  title  of  the 
Jerwood  Gallery’s  second  exhibi- 
tion in  its  handsomely  converted 
new  space  in  Southwark,  it  is  the 
fears  that  the  word  arouses.  A 
pun  stands  or  falls  on  the  Quality 
of  its  wit;  and  while  ambiguity 
may  Stimulate  the  imagination 
in  the  present  climate  of  anxiety 
at  apparently  declining  standards, 
in  our  general  culture,  the  word 
"Dumb"  only  carries  its  Ameri- 
can meaning.  So  it  needs  to  be 
understood  that,  whatever  else  it 
is  - taciturn,  ironical,  keeping  Its 
own  council  - the  work  on  show 
in  “Dumbpop”  is  anything  but 
stupid. 

Indeed,  in  many  ways  it  is 
rather  encouraging.  AD  the  art- 
ists are  young  - well  under  40  - 
and  seven  of  the  12  are  graduates 
of  the  much-vaunted  school  of  art 
of  the  Goldsmiths'  College  in 
South  London.  But  that  perhaps. 
Is  the  point.  For  while  the  glib 
conceptualism  of  the  Young  Brit- 
ish Artists  - also  largely  a prod- 
uct of  Goldsmiths'  - has  been 
sweeping  the  world  - other 
young  British  artists  have  been 
at  their  easels  putting  paint  to 
canvas  in  the  good  old  way.  I 
have  always  said  that,  whatever 
the  orthodoxies  of  any  current 
avant-garde,  painting  qua  paint- 
ing is  never  going  to  go  away. 
And  here  is  proof,  in  work  that, 
within  its  given  terms  and  limita- 
tions, is  well-made  and  thorough- 
going. with  each  idea  or  proposi- 
tion sustained,  each  image 
resolved. 

If  there  is  to  be  an  objection  to 
this  work,  it  is  the  kind  of  work 
it  is  that  gives  one  pause.  For 
everything  here  is  cool,  ironical 
or  self-consciously  detached. 
Every  surface  is  immaculate, 
smooth  and  unmodulated,  every 
line  exact  and  uninflected,  every 
image  considered,  worked-out, 
under  control.  And,  what  is 
more,  we  have  seen  so  much  of  it 
before  - indeed,  some  30  or  40 
years  ago.  in  Pop  Art.  both 
English  and  American,  the  first 
time  round;  in  colour-field  and 
post-painterly  abstraction;  and  in 
the  system-painting  and  photo- 
realism that  followed. 

Graham  Little’s  box  sculptures, 
painted  in  brightly  contradictory 
dazzle  stripes,  would  have  graced 
any  of  Bryan  Robertson’s  “New 
Generation"  exhibitions  at  White- 
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Unaffected,  direct  and  staple:  ‘Second  Hand  Sturt  IT  by  Jun  Hasegawa,  paying  homage  to  Pistol  etto 


chapel  in  the  mid  1960s.  Paul 
Morrison’s  debt  to  both  Bridget 
Riley  and  Patrick  Caulfield  of  the 
early  1960s  will  become  all  the 
clearer  with  the  Caulfield  retro- 
spective due  at  the  Hayward  next 
month.  Sybille  Berger’s  large 
hard-edge  stripes  are,  well, 
large  hard-edge  stripes.  Sarah 
Morris  pays  elegant  typographi- 
cal homage  to  Robert  Indiana; 
Jun  Hasegawa,  at  a certain 
remove  with  bis  cut-out  figures, 
to  Pistoletto. 

Well,  art  history  is  there  to  be 
plundered,  and  these  young  art- 
ists set  about  it  with  commend- 
able panache.  I particularly  liked 
Sarah  Morris's  pale-blue  chain- 
link  fence  upon  a pink  field,  the 
simplest  graphic  device,  yet 
seriously  satisfying.  Hasegawa’s 


charming  cut-out  blondes  in 
their  check  shirts  are  unaffected, 
direct  and  simple,  and  so  too 
are  Paul  Morrison's  black-and- 
white  trees  and  abstract  waves, 
Kate  Bright's  rippling  waters, 
and  Dan  Hays's  impassive  photo- 
realist  tent.  These  are  enjoyable, 
even  admirable  things.  Only 
a small  and  nagging  doubt 
remains. 

What  we  see  are  these  young 
artists  striking  attitudes  in  their 
commitment  to  the  making  of 
Art  About  Art.  There  is  nothing 
wrong  in  that,  but  there  is  little 
sense  of  discovery,  or  a response 
to  the  real,  visible  world.  The 
suspicion  is  that  these  young  art- 
ists, being  no  longer  taught  the 
means  to  do  so,  are  persuaded 
there  is  no  longer  any  point  in 


doing  so.  As  far  intuition,  with 
its  alarming  unpredictability  and 
propensity  for  the  accidental, 
clearly  there  is  no  place  for  it 

As  I said  earlier,  painting  was 
never  dead  and  is  not  likely  to 
die.  But  here  we  see  only  paint- 
ing of  a certain  kind.  While  it 
stands  aside  from  the  narrower 
orthodoxies  of  our  conceptual, 
academic  avant-garde,  it  never- 
theless represents  orthodoxies  of 
its  own that  art  should  be 

Self-COnSCiOUS  in  its  frwgaggmpnt 
with  Ideas,  which  is  to  say  ideas 
about  itself.  Here  we  are,  it  says, 
reworking  old  ideas  maybe,  but 
that  reworking  by  its.  very  nature 
can  only  be  ours  and  of  today, 
the  truest,  newest  thing. 

But  just  as  these  young  artists 
are  quite  right  to  find  their  own 


way,  as  they  see  tt,  in  this  post- 
modern world,  so  there  are  oth- 
ers, no  less  right,  who  are  in  the 
studio  drawing  the  model  or  in 
the  cornfield  painting  the  land- 
scape. And  who  is  to  say  that  the 
next,  brightest  star  is  not  among 
them?  No-one  is  taking  that 
much  notice  at  the  moment,  but 
they  are  out  there  all  right.  And 
would  anyone  really  say  that  the 
landscape  and  still-life  that 
engaged  Cezanne,  or  the  presence 
of  the  model  that  sustained  Pic- 
asso and  Mafiisp,  have  nothing 
now  to  offer  the  younger  artist? 
Of  course  not 

Dumbpop:  Jerwood  Gafleiy,  Jerwood 
Space,  171  Union  Street,  London 
SE1,  unfit  January  17:  supported  by 
the  Jerwood  Foundation. 


MUSIC  IN  LONDON  POULENC  CENTENARY  RECITAL 


Pleasures  in  lavish  profusion 


Last  Thursday  was  Francis 
Poulenc’s  centenary,  and  the 
Wigmore  Hall  did  it  proud.  Poul- 
enc was  fond  of  the  Wigmore;  It 
was  there  in  1945.  on  his  46th 
birthday,  that  he  and  Pierre  Ber- 
nac  introduced  several  of  his 
wartime  songs  to  London. 

This  time  we  had  Felicity  Lott 
and  young  Ian  Bostridge  to  sing 
them,  with  Graham  Johnson  at 
the  piano.  In  the  first  half, 
“Flott"  was  silvery  and  alto- 
gether charming  in  both  the 
Metamorphosis  cycle  and  the 
children’s  song-set  La  cowrie 
pailie.  She  delivered  the  old 


Yvonne  Printemps  encore,  **Les 
chemins  de  Tamour",  so  seduc- 
tively that  during  the  interval, 
anywhere  you  turned  found 
somebody  still  humming  it  aloud. 

In  the  second  half  Bostridge 
applied  his  strange,  penetrating 
tenor  to  Poulenc’s  splendid  Paul 
EJuard  cycle  Tel  jour,  telle  mat  to 
intense  purpose.  It’s  one  of  the 
few  large-scale  Poulenc  works  to 
break  almost  free  of  symmetrical 
two-bar  repetitions  for  good  rea- 
son, given  his  daring  choices 
from  Eluard’s  dense  poetry,  and 
with  unexpected  dramatic  Force. 
Bostridge  did  everything  possible 


to  realise  the  distinct,  unique 
character  of  each  song. 

His  low  register,  previously 
frail,  has  acquired  throaty  new 
colours  which  he  put  to  finely 
suggestive  effect  in  the  opening 
“Bonne  jouinfee"  and  the  closing 
“Nous  avons  fait  la  nuit . . ."  But 
he  also  sang  the  Louis  Aragon 
“C",  perhaps  Poulenc's  most 
heart-stabbing  song  (about  the 
wartime  rout  in  an  ancient 
town),  in  his  “old"  voice  - ie. 
terribly  young  and  cut-glass  - 
and  floated  it  beautifully. 

Astonishing  that  Poulenc  could 
compose  the  sweetly  tacky  “Che- 


mins de  1' amour”  and  the  sober, 
heartbroken  “C"  in  just  the  same 
form  and  style,  and  yet  make 
them  feel  so  utterly  different!  We 
also  heard  that  stylish  baritone 
Francois  Le  Roux  deliver  the 
early,  jokey  Rapsodie  n&gre  and 
the  riotous  1932  Le  Bal  masqui 
with  the  Nash  Ensemble  under 
Nicholas  Kok,  and  the  three 
piano  Novelettes  executed  with 
verve  by  Steven  Osborne. 

James  Morgan  conducted  the  a 
capella  BBC  Singers  in  well- 
timed,  forthright  performances  of 
the  cantata  Un  Soir  de  neige  and 
some  of  the  Chansons  franqaises. 


It  would  have  been  better  still  to 
hear  the  grander,  starker  double- 
chorus  for  Figure  humame  - first 
performed,  in  English,  by  the 
BBC  Choir  54  years  ago  this 
month;  but  1 suppose  it  needs 
larger  forces.  In  any  case,  this 
birthday  party  offered  pleasures 
in  lavish  profusion. 

I must  apologise  for  writing 
last  Saturday  that  Poulenc’s 
main  opera.  Dialogues  des  Car- 
m&liies,  wasn't  to  get  a British 
performance  in  this  centenary 
year.  On  the  contrary:  in  May, 
the  Rngtiah  National  Opera  will 
mount  a new  production  of  it  by 
clever  PhyUida  Lloyd,  with  Paul 
Daniel  conducting  a strong  cast 
Not,  surely,  to  be  missed. 

David  Murray 


BALLET  DON  QUIXOTE 


Stars  light  up 
the  Paris  stage 


Apart  from  being  beatified  in 
one’s  lifetime,  I can  think  of  few 
things  more  gratifying  to  the 
spirit  than' to  be  named  an  etotic 
of  the  Paris-  Op6ra  Ballet.  Talent, 
like  virtue,  has  been  splendidly 
recognised  in  the  eyes  of  the 
world,  and  nothing  can  take 
away  the  accolade  nor,  I 
suppose,  the  sense  of  delight  in 
having  joined  the  ranks  of  the 
balleticaUy  blessed. 

So  buzzabs  [or  AujOlie  Dupont, 
elevated  to  this  blissful  state  on 
December  31,  and  rightly  so. 
Twenty-three-years  old, 
beantifkd.  vastly  gifted,  Dupont 
has  been  a joy  to  watch  since  her 
debuts  five  years  ago.  I have 
reported  with  delight  on  small 
roles  impeccably  danced,  and  on 
big  roles,  like  her  Raymonds, 
given  lustrous  power.  And  to 
show  that  she  is  not  merely  a 
classicist's  pet,  her  Chosen 
One  in  Pina  Bansch’s  Sacre  du 
printemps  last  month  was  an 
anguished  study  in  terror  and 
ritualistic  acceptance  of 
fate.  . 

On  Saturday  night  she 
appeared  as  KJtri  in  Nnreyev’s 
fire-cracker  staging  of  Don 
Quixote  at  the  Palais  Garni er, 
with  Manuel  Legris  as  her 
BaslHo,  and  the  night-sky  was 
bright  with  every  pyrotechnic 
trick  you  might  wish  for  from 
both  of  them.  And  load  with 
cheers  from  an  adoring  public. 
Dupont  Is  a darling  Kttri, 
and  a tough  emotional  cookie, 
vivid  in  gesture  as  in 
temperament  She  stamps  and 
romps  with  the  best,  flirts  with  a 
fan,  gives  as  good  as  die  gets  in 
matter  of  loving  rivalry  with 
Basllio.  and  her  timing  - 
whether  in  dance  or  comedy  - is 
not  to  be  faulted. 

In  style  as  in  looks,  she  Is 
invulnerably,  irresistibly 
nharmitif-  Her  dancing  is 
polished,  serene  in  effects, 
musical,  and  also  holds  the  eye 
because  of  the  sweetness  of  its 
mechanics:  I love  the  way  she 
shapes  steps  - except  when  she 
decides  to  prolong  balances 


above  and  beyond  the  call  of 
duty  or  art  (This  was  a not 
particularly  winning  trick 
favoured  by  the  otherwise 

wonderful  Tamara  Toumanova. 
who  could  balance  in  arabesque 
for  ever,  the  raised  leg  waving 
slightly  as  if  to  semaphore  to  us 
that  she  was  still  up  there,  while 
foe  music  hung  about  waiting 
for  something  to  happen.) 

The  partnership  with  Manuel 
Legris  is  excellently  matched. 

Bw  of  humour,  his 

generosity  of  maimer  and  the 
high  spirits  with  which  he 
imbues  BasQio’s  every  action, 
are  the  qualities  we  also  see  in 
his  tremendous  dancing.  His 
speed,  clarity  of  utterance, 
elegance  of  means  and,  for  this 
merry  harbor,  an  unfailing  mid 
soaring  joie  de  danser,  give  the 
role  a richness  and  excitement 
that  are  irresistible.  We  believe 
in  him  - as  we  believe  in 
everything  this  impeccable  artist 
does.  Here,  above  all.  he 
communicates  delight:  delight  in 
the  role,  delight  In  his  partner, 
delight  in  the  blustering 
taradiddle  of  plot  and 
choreography. 

The  company  performance 
took  its  merry  tone  from  this 
happy  pairing.  The  staging  is 
handsome  (Georgiadis  designs) 
and  crammed  with  activity 
which  everyone  on  stage  seemed 
determined  to  explore  to  the 
Hispanic  full  - there  never  were 
such  flauntings  of  embroidered 
capes  and  gypsy  carryings-on. 
(There  are.  though,  some 
children  who  mop  and  mow 
through  a mimetic  scene  who 
would  be  better  employed 
sweeping  chimneys).  I thought 
Jean-Hugues  Tanto  a noble  and 
commanding  Quixote,  and  foe 
Orchestra  Lyrique  de  Paris  under 
David  Coleman  made  us  all 
believe  in  Minkus.  To  Dupont 
and  Legris,  and  to  the  artists  of 
the  Optra  Ballet,  bonne  ct 
heureusc  arm6e. 

Clement  Crisp 


Irresistibly  charming:  tha  now  ttoBe,  AurMe  Dupont  as  KSbri 
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AMSTERDAM 

EXHIBITION 

Rijksmuseum 

Tel:  31-20-673  2121 

Japanese  Scrolls;  40  works  from 

the  collection  of  the  Kumamoto 

Prefectural  Museum  of  Art 'm 

Japan;  to  Jan  1 7 

BERLIN 

EXHIBITION 
Hamburger  Bahnhof 
Sensation:  works  from  the 
Saatchi  collection  of  Young 
British  Artists  including  Damien 
Hirst,  Rachel  Whiteread  and  the 
Chapman  brothers.  Originated  at 
the  Royal  Academy  in  London 
last  year,  where  it  attracted 
350,000  visitors  and  maximum 
publicity;  to  Jan  17 

f BIRMINGHAM 

* exhibition 

Birmingham  Museums  and  Art 
Gallery 

Tel:  44-121-235  2834 
Sir  Edward  Bum  e-Jones: 
comprising  more  than  200  works, 
including  tapestries  and  jewellery 


as  well  as  paintings.  A second 
generation  Pre-Raphaelite, 
Burne-Jones  also  had  a lifelong 
working  relationship  with  William 
Morris,  for  whose  firm  he  worked 
as  a principal  designer;  to  Jan 
17.  then  transferring  to  Paris 

LONDON 

CONCERTS 
Barbican  Hall 
Tel:  44-171-638  8891 

• BBC  Symphony  Orchestra 
and  Chorus;  conducted  by 
Andrew  Davis  m works  by 
Messiaen.  With  piano  soloist 
Stephen  Osborne;  Jan  16 

• BBC  Symphony  Orchestra 
and  Chorus:  conducted  by 
Andrew  Davis  fn  works  by 
Messiaen.  With  piano  soloist 
Yvonne  Loriod;  Jan  17 

• London  Symphony  Orchestra; 
conducted  by  Ryusuke  Numajiri 
in  works  by  Saint-Saens  and 
Tchaikovsky,  as  well  as  the  UK 
premiere  of  Sofia  Gubaiduiina’s 

' The  Canticle  of  the  Sun’. 
Featuring  cello  soloist  Mstislav 
Rostropovich;  Jan  13 

EXHIBITIONS 
Royal  Academy  of  Arts 
Tel:  44-171-300  8000 
Charlotte  Salomon;  bom  in  Berlin 
in  1917,  Charlotte  Salomon  died 
in  Auschwitz  in  1943,  after  living 
in  hiding  in  the  south  of  France 
for  three  years,  during  which  time 
she  produced  a series  of  769 
gouaches  called  Life?  Or 
Theatre?,  a selection  of  which 
are  exhibited  here;  to  Jan  17 

Tate  Ga  fiery 

Tel:  44-171-887  8000 


John  Singer  Sargent  large-scale 
retrospective  containing  150 
paintings,  including  major  public 
and  private  loans.  Includes  late 
landscapes  and  American  and 
British  society  portraits  from  the 
1880s  to  tbe  early  1900s;  to 
Jan  17 

LOS  ANGELES 

OPERA 

L.  A.  Opera,  Dorothy  Chandler 
Pavfilon 

Tel:  1-213-9728001 
www.laopera.org 

Madama  Butterfly:  by  PuceinL 
Conducted  by  Marco  Guidarini 
and  directed  by  Christopher 
Harlan.  With  a cast  including 
Yoke  Watanabe,  Richard 
Leech  and  John  Atkins; 

Jan  13, 16 

MILAN 

EXHIBITION 
Palazzo  Reale 
Tel:  39-02-8691  5738 
L'Anima  e it  Votto  (The  Soul  and 
the  Face):  mayor  exhibition  of 
portraiture,  comprising  370  works 
ranging  over  400  years.  Artists 
represented  include  Titian, 
Caravaggio,  Van  Dyck. 

Picasso  and  Francis  Bacon;  to 
Mar  14 

OPERA 
La  Scab 

Tel:  39-02-88791 
The  Fiery  Angel:  by  Prokofiev. 
Bruno  Bartoletti  conducts  a 
Staging  by  GJancario  Cobelli,  with 
Karan  Huffstodt  and  Elmira 
Magomedova  singing  alternate 
performances  as  Renata; 


Jan  14 


MUNICH 
CONCERTS 
PtiBhanmonie  Gastetg 
Tel:  49-89-5481  8181 

• Munich  PhRharmonic 
Orchestra;  conducted  by  Ivan 
Fischer  In  works  by  Stravinsky 
and  Bartok,  with  violin  soloist 
Ivan  Fischer;  Jan  12, 14.  .15 

• PhJlharmonia  Orchestra 
London;  conducted  by  Christoph 
Eschenbach  in  works  by  Mozart, 
Prokofiev  and  Brahms.  With 
piano  soloist  Tzimon  Barto;- 
Jan  17 

OPERA 

Bayerische  Staatsoper 
Tel:  49-89-2185  1920 
www^taatstheater.bayem.de 
Lohengrin:  by  Wagner.  Peter 
Schneider  conducts  a staging  by 
G6tz  Friedrich.  Cast  includes 
Adrianne  Pieczonka  and 
Waltraud  Meier;  Jan  15 

NEW  YORK 

DANCE 

New  York  City  Ballet,  New 
York  State  Theater 
Tot  1-212-870  5570 
Celebrating  Five  Decades  of 
Repertory;  with  over  150  ballets, 
New  York  City  Ballet  has  the 
largest  repertory  of  any  dance 
company  In  the  world. 

Continuing  the  celebrations  of  its 
50th  anniversary,  it  presents  a 
selection  of  works  from  that 
repertory.  Including  revivals  of - 
Bugaku,  Irish  Fantasy  and 
Balanchine's  LlebesBeder  Watzen 
Jan  12, 13, 14, 15, 16. 17 


EXHIBITIONS 

Metropofitan  Museum  of  Art 

Teh  1-212-879  5500 
wwwjnetmuseum.org 

• Dosso  Dossi,  Court  Painter  In 
Renaissance  Ferrara: 
retrospective  of  works  by  the  last 
great  Ferrarese  painter,  who  was 
much  influenced  by  Giorgione 
and  Titian.  Includes  rarely  lent 
masterpieces  from  the  Borghese 
Gallery  in  Rome  and  other 
European  coflectians;  from  Jan 
14  to  Mar  28 

• Heroic  Armors  of  the  Italian 
Renaissance;  FBippo  NegroE  and 
His  .Contemporaries. 
Comprehensive  survey  of  work 
by  the  most  celebrated  Italian 
armourer  of  the  16th  century. 
Includes  more  titan  60  richly 
decorated  suits  of  armour,  worn 
by  Renaissance  kings  and 
captains.  Includes  public  and 
private  loans  from  Europe  and 
North  America;  to  Jan  17 

• Sacred  Visions;  Early 
Paintings  from  Central  Tibet  60 
works  from  tii8 11th  to  the 
mid-ISth  century.  Including 
thankas  (paintings  cm  doth)  and 
sculptures;  to  Jan  17 

OPERA 

Metropofitan  Opera,  Lincoln 
Center 

Teh  1-212-362  6000 
wwwjnetopera.org  . 

Die  Fledermaus:  by  J.  Strauss. 
Revival  conducted  by  Patrick 
Summers.  Cast  includes  Carol 
Vaness,  Jochen  Kowalski  and  Bo 
Skovhus;  Jan  14 

PARIS 

CONCERTS 


Salle  Pleyei 

Tel:  33-1-4561  6589 
Orchestra  de  Paris:  conducted 
by  Lorin  Maazef  in  works  by 
Weber,  Debussy,  Schubert  and 
Ravel;  Jan  13. 14 

PRAGUE 

DANCE 

National  Theatre  of  Prague 
Tel:  420-2-2108  0131 
www.anetcz/nd 

The  Nutcracker:  by  Tchaikovsky, 
in  a staging  by  Russian 
choreographer  Jurij  Grigorovic, 
with  sets  and  costumes  by 
Simon  Virsaladze;  Jan  15, 16 

ROME 

EXHIBITIONS 
Palazzo  della  Esposlzioni 
Teh  3906-474  5903 
Valori  Plastict:  taking  its  title  from 
that  of  a short-lived  magazine 
published  by  Roman  art  dealer 
Mario  Broglio,  tills  show  includes 
sculpture  and  paintings,  mainly 
by  ttalian  artists,  but  also 

including  little-known  works  by 
Picasso,  Klee  and  Grosz;  to 
Jan  18 

Palazzo  RuspoG 

Tel:  39-6-6830  7344 
www.paIaz2onjspoB.it 
The  Denis  Mahon  Collection:  last 
stop  for  the  touring  exhibition  of 
more  than  80  Italian  baroque 
paintings  collected  by  Denis 
Mahon;  to  Jan  15 

SAN  FRANCISCO 

CONCERTS 

Davies  Symphony  Hau 


Tel:  1-415-864  6000 
www.  sfsympriony.  org 
San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Titeon  Thomas  in  works  by  Ives, 
Bernstein  and  Prokofiev;  Jan  13, 
14, 15 

TOKYO 

EXHIBITION 

Metropofitan  Museum  of 
Photography 
Tel:  81-3-3280  0031 
Love's  Body:  Rethinking  Naked 
and  Nixie  in  Photography. 
Includes  works  by  Alfred 
Stiegfitz,  Robert  Mapplethorpe 
and  Catherine  Opte;  to  Jan  17 

TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

06l30:  Moneyfine  with  Lou  Dobbs 
1330:  Business  Asia 

19-30:  World  Business  Today 
22.00;  World  Business  Today 
Update 

• Business/Market  Reports: 
05:07;  06:07;  07:07;  0820;  0920; 
10-50;  11:20;  11:32;  1220;  1320; 
1420. 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


PETER  MARTIN 


Upwardly  mobile 


The  latest  telecoms  mergers  show  that  mobile  phones  have  come 
of  age.  They  wifi  soon  dictate  the  economics  of  the  industry 


Like  a motorist  caught  at  a 
dangerous  crossroads,  the 
telecommunications 
industry  is  trapped  between 
four  careering  juggernauts. 

Three  of  these  are  well  - 
known:  the  shift  from 
national  telecoms  regulation 
to  international  competition, 
the  sudden  primacy  of  data 
traffic  as  opposed  to  voice, 
and  the  switch  from 
traditional  proprietary 
switching  technology  to 
internet  standards. 

These  irresistible  changes 
have  helped  produce  the 
wave  of  deals  that  has 
swamped  the  industry  in  the 
last  18  months.  Examples 
include  WorldCom ’s 
acquisition  of  MCI,  British 
Telecommunications'  joint 
venture  with  American 
Telephone  & Telegraph,  and 
the  flood  of  high-priced 
purchases  of  companies  that 
make  internet-standard 
switching  equipment,  such 
as  Lucent's  interest  In 
Ascend. 

It  was  only  last  week, 
however,  that  the 
implications  of  the  fourth 
change,  the  shift  of 
telecommunications  from 
land  to  air.  started  to 
become  dear.  The  tussle 
over  AlrTouch,  the  US's 
biggest  cellular  phone 
company,  helps  us  peer 
through  the  fog. 

It  Is  not  that  mobile 
phones  are  Invisible.  They 
are  everywhere:  on  the 
streets,  on  television 
commercials,  as  omnipresent 
in  emerging  economies  in 
eastern  Europe  and  east 
Asia  as  they  are  in 
developed  markets. 

But  until  now,  this  very 
visibility  has  promoted  a 
narrow  image  of  mobile 
telecoms.  It  has  seemed  to  be 
a sort  of  boutique  version  of 
the  traditional  land-line 
phone  business  - 
high-priced,  glamorous,  but 
essentially  frivolous. 

The  teal  work  of  the  world 


would  be  carried  on  over  - 
land,  just  as  it  has  been  in 
the  123  years  since 
Alexander  Graham  Bell  first 
barked  his  peremptory 
message:  "Mr  Watson,  come 
here,  I want  to  see  you,"  to 
his  assistant 

Vodafone’s  attempt  to 
create  a global  mobile  phone 
business  by  bidding  for 
AirTouch  illustrates  that 
mobile  communications 
have  come  of  age. 

Land-lines  will  not 
disappear,  of  course.  But 
mobile  phones  will  play  an 
Increasingly  important  role 
In  the  mix  of  telecoms 
technologies.  They  will  soon 
start  to  dictate  the 
economics  of  the  industry, 
and  help  trigger  a shift  in 
power  from  phone  company 
to  customer. 

Mobile  phones  will  change 
the  telecoms  business  in 
several  important  ways. 
First,  they  make  the  concept 
of  open  competition  in 
telecoms  much  more  than  a 
theoretical  possibility.  It  has 
never  been  very  likely  that 
rival  telecoms  operators 
would  be  willing  - or  ' 


permitted -to  dig  up  the 
streets  to  bring  competing 
1 local  access  lines  to 
individual  dwellings.  So  no 
matter  how  keenly  national 
regulators  embraced  the  idea 
of  telecoms  competition,  a 
monopoly  or  quasi-monopoly 
would  always  remain  at  the 
local  level. 

Mobile  phones  destroy 
that  monopoly,  making  a 
truly  competitive  market 
much  more  attainable.  As 
technology  improves  and 
mobile  pricing  fails,  the 
distinction  between  using, 
say,  a cordless  land-line  and 
a mobile  phone  will  become 

increasingly  blurred. 

The  most  vital  distinction. 
Indeed,  is  likely  to  lie  in  the 
information  content  of  the 
number  attached  to  each. 

To  a would-be  caller 
hesitating  about  which 
number  to  dial,  the  domestic 
land-line  will  imply  “family" 
and  the  mobile  “individual". 
The  decision  about  which  to 
dial  will  be  made  not 
because  of  the  technology  or 
pricing  of  the  two  systems, 
but  on  whether  the  caller 
wishes  to  speak  to  whoever1  s 


l (feme  her  ft « 
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around  or  just  to  an 
individual. 

The  information  content  of 
the  number  wiE  be  the 
deciding  factor,  not  the 
technology  that  lies  behind 
each. 

Mobiles  are  changing  the 

hnBfOFtfSB  TP  another 

important  way.  They  are  the  ■ 
telecoms  equivalent  of  the 
personal  computer.  Before 
PCs,  computer  Installations 
consisted  of  central 

mainframes  - which 
contained  all  the  system’s 
intelligence  - and  dumb 
terminals,  which  fully 
deserved  their  name.  The  PC 
shifted  a good  part  of  the 
intelligence  from  the  centre 
to  the  terminals. 

Similarly,  the  old  phone 
system  concentrated  all  the 
intelligence  at  the  centre,  in 
the  phone  company’s 
i switching  centres.  Mobile 
phones  also  require 
intelligent  central 
equipment  - switches  and 
transmitters.  But  a good  part 
of  the  total  system’s 
intelligence  now  resides  in 
the  handsets. 

When  the  next  generation 
of  mobile  phone  systems 
arrives,  to  provide 

broadband  mwnTnnrrinaHfww 
over  the  airwaves,  this 
process  will  be  taken 
further.  Mobile  phones  will 
be  universal,  cordless 
communicators  or.  personal  1 

digital  assistants.  They  will 
keep  your  appointments, 
handle  your  e-mail  ami  ! 

manage  your  to-do  lists.  1 

These  two  changes 
together  shift  tbe  value 
added  from  the  calling  1 

system  to  the  called.  Once  ■ 

everyone  has  a 

voicemail-equipped  mobile  1 

phone  and  an  individual 
number,  and  is  theoretically 
accessible  every  where  and 
all  the  time,  it  is  the 
answering  not  the  raning 
that  counts.  “Reach  out  and 
touch  someone”.  AT&T’s 
slogan  in  the  past,  will  give 
way  to  Blondie's  “Don’t 
leave  me  hanging  on  the 
telephone’’. 

A world  will  evolve  in 
which  telephone  users  will 
have  to  be  bribed  - perhaps 
through  loyalty  points 
schemes  - to  answer  their 
phones.  Without  some  such 
arrangement,  when  the  next 
Alexander  Graham  Bell 
sends  out  an  urgent 
message,  he  will  end  up  with 
Mr  Watson’s  voicemail. 
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LETTERS  TO  THE  EDITOR 


Euro  advent  allows  City  of  London 


to  deploy  expertise  in  derivatives 


Smashing 

stereotypes 


From  Mr  Tim  Sweeney. 

Sir.  lt  is  wrong  to  conclude 
from  initial  market  prefer- 
ence for  Euribor  against 
euro  Libor  when  trading 
euro  swaps  that  the  City  of 
London  .Is  losing  out  (“City 
losing  out  to  Brussels  in  bat- 
tle over  euro  benchmark", 
January  8).  It  reflects  the 
City  rsa cting  to  market 
developments  and  political 
pressure  in  the  euro-zone  for 
banks  to  use  Etuibor. 

The  advent  of  the  euro 
provides  an  environment  in 
which  the  City's  expertise  in 
derivatives  can  be  deployed 
to  good  effect  The  benefit  of 
a deep  derivatives  market  is 


difficult  to  execute  long- 
dated swaps.  Ten  national 
interest  rate  indices  have 
been  rolled  into  Euribor. 
This  provides  a backdrop 
against  which  substantial 
use  of  Euribor  is  to  be  expec- 
ted bat  London  can  be  the 
financial  centre  for  Euribor* 
based  contracts  just  as  it  is 
now  for  Libor-based 
contracts  in  Sevan  major 
trading  currencies. 

Interratinn*!  banks  value 
labor,  and  the  British  Bank- 
ers’ Association  sponsors  a 
range  of  Libors  which  are 
used  globally.  As  a member 
of  the  European  Banking 
Federation,  the  BBA  also  co- 


tndex.  In  the  long 
derivative  markets’  choice  ol 
benchmark  will  reflect 
where  major  euro  nwne» 
business  is  based  because 
that  index  will  provide  the 

best  basis  for  hedging. 

It  is  not  yet  clear  where 
the  balance  of  money  busi- 
ness will  be  done.  However 
whatever  the  choice  of 
benchmark,  the  lion’s  share 
of  related  derivative  busi- 
ness will  continue  to  be 
transacted  in  London. 


now  available  to  currencies  sponsors  Euribor  because  of 
in  which  ft  has  hitherto  been  market  support  for  such  an 


Tim  Sweeney, 
directorgoneral, 

British  Bankers’  Associa- 
tion, Pinners  Hall. 

105-108  Old  Broad  Street, 
London  EC2N  1EX,  OK 
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Distillation 
in  Tennessee 


Approach  undermines 
strongest  currencies 


Prom  Mr  Andrew  MaUinson, 

Sir,  With  reference  to  your 
article  in  the  Financial 
Times  “Welsh  have  hopes  of 
whisky  galore”  (January  2) 
please  note  the  following. 

Jack  Daniel  was  never 
“forced  out  of  Britain  by  the 
Methodist  Church  temper- 
ance movement".. 

Jack  Daniel  was  bom  in 
Moore  Comity,  Tennessee  in 
2848.  His  grandfather. 
Joseph  Daniel,  left  England 
and  emigrated  to  America 
around  1790. 

Jack  Daniel  was  later  cred- 
ited with  owning  the  first 
“registered  distillery"  in  the 
US  In  1866.  This  distillery  in 
Lynchburg,  Tennessee 
remains  today  the  only  site 
of  distillation  for  Jack  Dan- 
iel’s Tennessee  Whiskey. 


I From  Mr  James  Gore 
Browne, 

Sir,  Your  extraordinary 
attack  on  the  Japanese 
authorities  In  your  leader 
(“Japan's  folly",  January  7). 
for  allowing  the  yen  to 
appreciate,  is  nothing  if  not 
consistent  with  your 
i approach  to  strong  curren- 
cies. 

My  view,  once  again,  is 
that  you  are  displaying  pol- 
icy deficiencies. 

There  is  a decent  relation- 
ship in  the  DK  between  a 
strengthening  currency,  fall- 
ing levels  of  unemployment 
and  growing  levels  of  con- 


sumer confidence.  Japan  has 
suffered  a weak  currency  for 
some  time  now  and  I think 
the  country’s  policy  of  rais- 
ing interest  rates,  improving 
the  underlying  value  of  the 
currency,  will,  eventually, 
lead  to  falling  levels  of 
unemployment,  rising  con- 
sumer confidence  and  a ros- 
ier prospect  for  its  economy. 

Why  do  you  persistently 
undermine  the  prospects  for 
currencies  except  the  euro? 


Liz  Cook. 

equal  opportunities 
consultant. 

Industrial  Society, 
Robert  Hyde  House, 
48  Bryanstiro  Square, 
London  WlH  7LN 


Putting  health 
in  the  balance 


J.  Gore  Browne, 
Rutland  Centre, 
Halford  Street, 
Leicester  LEI  1TQ,  UK 


Serious  case  of  internet  mania 


Andrew  Mammon, 

marketing  manager,  DK  & 
Ireland, 

Brown-Form  an  Beverages 
Worldwide, 

Cavendish  House, 

51/55  Mortimer  Street, 

London 

W1N8JE 


From  Mr  Christian  Kolonko. 

Sir.  “Internet  shoppers 
spend  *l-2bnn  (January  5), 
contains  a figure  which  is 
hard  to  interpret.  1 have 
some  difficulty  understand- 
ing why  this  earns  promi- 
nent space. 

In  my  view  the  mere 
presentation  of  the  facts 
in  a smaller  note  would  do 


and  you  would  not  contrib- 
ute to  a mania  which 
already  has  got  out  of 
band. 


Christian  Kolonko, 

TK.V  Ven&ogensverwal- 
tung, 

Kettenhofweg  92, 

60325  Frankfurt, 

Germany1 


Paul  JJL  Rex. 
Weavers. 

Gastons  Lane, 

South  Warn  bo  rough, 
Hants  RG2S  1RH 


Number  One  Southwark  Bridge,  London  SEI  9HL 
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Saving  Kosovo  from  itself 


Nato  has  a bigger  stake  than  any  other  organisation  in  preventing  war  in  Kosovo.  It  is 
there  that  ft  must  prove  that  it  can  preserve  peace  in  Europe 


If  tensions  in  Kosovo 
continue  to  escalate, 
the  province  could  be 
plunged  into  a 
full-blown  war  before  winter 
gives  way  to  spring.  And 
Nato  leaders,  meeting  in 
Washington  in  April  for  the 
organisation's  50th  anniver- 
sary, could  well  be  teeing 
their  first  failure  to  deter 
war  in  a generation. 

The  last  international 
attempt  to  mediate  in  the 
conflict  between  Albanian 
separatists  and  Serbian  secu- 
rity forces  was  in  October, 
when  Bichard  Holbrooke, 
tbe  US  special  envoy,  put 
pressure  on  Slobodan  Milos- 
evic, the  Yugoslav  president, 
to  agree  to  the  deployment 
of  civilian  observers  to  moni- 
tor a reduction  of  Serbian 
troops  in  the  region. 

Bat  this  was  never  going 
to  be  more  than  a stop-gap 
measure,  designed  to  buy 
time  for  political  talks  to  get 
under  way.  It  was  hoped 
that  an  interim  arrangement 
on  autonomy  for  Kosovo 
would  be  ready  by  early 
November. 

But  the  talks  hardly  got 
off  the  ground.  Different  US 
drafts  have  swung  like  a 
pendulum  between  tbe  two 
sides,  with  neither  of  them 
showing  any  real  interest  in 
reaching  a settlement 
In  the  meantime,  the  secu- 
rity situation  continues  to 
deteriorate.  The  Kosovo  Lib- 
eration Army  (KLA)  has  re- 
established control . over 
large  parts  of  the  province, 
after  having  been  driven 
back  by  a Serb  offensive  last 
summer. 

Armed  Incidents  are  prolif- 
erating. Civilians  are  being 
armed.  There  is  a real  threat 
of  civil  strife  in  areas  where 
Serbs  and  Albanians  still 
live  dose  to  each  other.  The 
conflict  might  soon  reach 
the  cities. 

Kosovo  is  now  at  a danger- 
ous impasse.  Stalemate  on 
the  political  front  has  made 
it  more 'difficult  to  control 
outbreaks  of  violence,  while 
the  escalation  of  conflict  is 
blocking  progress  on  politi- 
cal negotiations. 

Without  outside  pressure, 
there  Is  virtually  no  prospect 
of  .the  opponents  coming  to 
an  agreement  by  themselves. 
They  are  both  bent  on  con- 
flict Each  side  believes  it 
can  prevail  upon  its  adver- 
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The  International  community  must  stop  more  suffering 


sary,  no  matter  what  the 
international  community  is 
saying. 

There  are  limits  to  what 
outside  forces  can  do  In 
order  to  bring  peace  to  Kos- 
ovo. But  the  international 
community  must  try  to  pre- 
vent the  escalation  of  a con- 
flict that  threatens  to  desta- 
bilise the  Balkans  and  visit 
even  more  human  suffering 
on  its  people. 

The  presence  of  1,500 
unarmed  verifiers  will  no 


mines  tbe  possibility  of  polit- 
ical progress. 

In  an.  earlier  stage  of  the 
conflict,  the  Albanian  gov- 
ernment ' asked  Nato  to  sta- 
tion forces  along  its  border 
with  Kosovo.  Its  immediate 
concern  was  to  deter  Serbian 
cross-border  raids  against 
KLA  bases. 

The  reluctance  of  Nato  to 
deploy  forces  in  northern 
Albania  has  impaired  efforts 
to  work  towards  a settle- 
ment. Clashes  in  the  border 
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From  Ms  Liz  Cook. 

Sir,  No.  women  don't 
“need  to  be  macho  to  suc- 
ceed'* in  management  (Janu- 
ary w.  Depicting  rigWaliar- 
natives  of  “male"  or 
“fenuite"  management  styles 
is  the  language  of  yesterday. 

It  is  possible  to  acknowl- 
edge the  difference  between 
men  and  women  and  still 
give  each  of  us  the  freedom 
to  be  who  we  are  and  what 
we  can  become. 

We  need  male  leaders  who 
can  think  like  females,  and 
female  leaders  who  can 
think  like  males. 

Organisations  will  need 
both  sets  of  qualities  to  sur- 
vive. The  Industrial  Society 
believes  male  and  female 
leaders  can  be  different  and 
equal,  without  having  tn 
select  management  style 
from  two  arid  stereotypes. 
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From  Mr  Paul  J-k  Rex. 

Sir,  It  would  be  interesting 
to  see  a comparison  between 
annual  private  health  insur- 
ance premiums  paid  in  the 
UK  and  the  sums  required  to 
bring  the  National  Health 
Service  up  to  a more  accept- 
able standard  of  service 
(Letters.  January  II). 

Could  it  be  that  even  the 
most  cynical  taxpayer  might 
accept  that  an  increase  in 
the  latter  category  of  expen- 
diture might  lead  to  a reduc- 
tion in  the  need  for  the  far- 
mer? 
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The  reluctance  of  Nato  to  deploy 
forces  in  northern  Albania  has 
impaired  efforts  to  work  towards  a 
settlement 


doubt  be  useful  as  wffl  Nato 
air  power  in  the  region  and 
the  deterrent  effect  of  a 
European  “extraction"  force 
in  Macedonia,  which  is  on 
standby  in  case  verifiers  get 
into  difficulties. 

But  this  is  hardly  enough. 
As  long  as  military  pressure 
is  not  exerted  on  all  sides  to 
the  conflict,  it  will  scarcely 
be  possible  to  move  the  polit- 
ical process  forward. 

Nato  has  made,  it  dear 
that  it  is  ready  to  use  its  air 
power  against  Serbia.  But  it 
has  little  leverage  over  Kos- 
ovo's ethnic  Albanian  sepa- 
ratists. This  seriously  under- 


region  between  Yugoslav 
forces  and  the  KLA  have 
become  frequent  and  can  be 
expected 'to  intensify.  But  as 
a result  of  the  cross-border 
incursions,  it  has  also 
become  more  difficult  to 
demand  a reduction  of  Serb- 
ia’s military  presence  in  the 
province.  Meanwhile,  it  has 
become  virtually  impossible 
to  exert  serious  pressure  on 
the  KLA.  which  has  been 
budding  its  forces  in  north- 
ern  Albania. 

Nat0  were  to 
-he  border  between 
Yugoslavia,  and 
if  Nato  and  the  United 


Nations  reinforced  their 
presence  in  Macedonia,  the 
international  community 
would  have  substantial  more 
leverage  over  the  two  sides 
in  the  conflict  The  longer 
Nato  prevaricates,  the  more 
likely  Kosovo  will  head  for 
open  war. 

There  is  no  doubt  that  a 
deployment  of  Nato  ground 
forces  in  northern  Albania 
would  scale  up  international 
involvement  in  the  region. 
But  so  far,  governments 
have  been  reluctant  to  con- 
sider this- option,  hoping  that 
what  has  been  done  so  far 
should  suffice. 

This  is  manifestly  not  the 
case.  And  it  will  be  impossi- 
ble to  avoid  further  commit- 
ment. An  international 
peacekeeping  force  would  be 
needed  If  the  two  sides 
agreed  to  on  interim  political 
pact.  On  the  other  hand, 
should  the  war  escalate, 
sooner  or  later  an  even 
larger  foreign  intervention 
force  would  be  required. 

Nato's  stake  is  bigger  than 
any  other  international 
organisation  in  the  success 
or  failure  of  efforts  to  bring 
peace  to  Kosovo. 

In  the  early  stages  of  the 
conflict  in  Bosnia,  it  was 
easy  to  blame  the  European 
Union,  and  then  the  inade- 
quacy of  the  UN’s  response. 

But  in  Kosovo,  it  is  Nato 
that  has  taken  on  the  issue 
of  war  and  peace.  It  is  there 
that  Nato  must  prove 
whether  it  can  preserve 
peace  in  Europe. 

While  the  task  of  Nato  is 
to  prevent  war,  other  players 
should  also  be  prepared  to 
work  for  peace.  Europeans. 
Americans  and  Russians 
must  begin  to  consider  tbe 
long-term  problems  that 
afflict  the  Balkans 

Towards  the  end  of  the 
last  century,  instability  in 
the  Balkans  was  a constant 
Qfreat  to  Europe.  The  situa- 
tion may  now’  be  different, 
but  nevertheless,  we  must 
not  forget  the  lessons  of  his- 
tory. if  we  cannot  deter  war 
in  the  Balkans,  if  we  fail  to. 
give  the  region  a more  stable 
political  structure,  then  we. 
will  not  be  able  to  say  we 
aave  peace  in  Europe. 
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The  author  is  a former  Sxed- 
ish  prime  minister  and  inter- 
Ktitonnl  peace  envoy  to  Bos- 
nia 
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COMMENT  & ANALYSIS 


Shifting  gears 
in  Europe 


Recent  consolidation  talks  among 
European  car  makers  are  a wel- 
come sign  that  they  are  finally 
responding  to  inexorable  pres- 
sures to  restructure.  These  are 
clearly  reflected  in  a steady 
decline  in  their  profitability,  in 
v spite  of  last  year's  record  sales 
Urolumes.  But  merely  reshuffling 
r^Rjwnership  to  the  industry  will 
J not  restore  it  to  sound  commer- 
cial health.  Tougher  measures 
are  needed,  by  governments  as 
well  as  by  companies. 

European  car  makers  have 
done  much  to  the  past  decade  to 
adopt  Japanese  production  tech- 
niques. But  cost  savings  have 
been  offset  by  spiralling  market- 
tog  expenses  and  capital  invest- 
ment in  automation.  Meanwhile, 
the  industry’s  structure  is  fast 
becoming  global.  These  trends 
make  yet  bagger  scale  economies 
critical  to  survivaL 

Many  European  carmakers 
hope  consolidation  will  enable 
them  to  cut  costs  by  increasing 
their  bargaining  power,  notably 
with  component  suppliers,  and 
spreading  development  expendi- 
tures. But  while  the  potential  for 
■ich  benefits  exists  on.  paper, 

! ®jpturing  it  may  prove  tricky. 

/ Car  company  mergers  in 
Europe  - above  all  across  borders 
- have  often  presented  unexpect- 
edly knotty  problems  of  corpo- 
rate integration.  Alliances  or 
joint  ventures  may  seem  a lower- 
risk  alternative.  But  many  have 
so  far  yielded  disappointing 
results,  or  foundered  on  disagree- 
ments between  partners. 

Furthermore,  even  if  those  pit- 
falls  are  avoided,  consolidation 
will  not  solve  car  makers’  prob- 
lems unless  it  also  addresses 
squarely  their  biggest  weakness, 
chronic  excess  capacity.  Its  per- 
sistence is  due  mainly  to  govern- 
ments’ reluctance  to  accept  large- 


scale  plant  closures  mid  their 
readiness  to  reward  inefficiency 
by  meeting  car  makers'  demands 
for  subsidies  and  trade  curbs. 
There  seems  no  reason  why 
increased  industry  concentration 
should  change  that.  Indeed,  as 
the  industry  cycle  starts  to  turn 
down,  pleas  for  special  treatment 
are  likely  to  intensify.  If  Europe 
is  really  to  have  a healthier  car 
industry,  governments  must  not 
only  resist  such  demands,  but 
increase  the  pressure  on  compa- 
nies to  adjust 

They  Should  do  so  by  attacking 
the  restrictions  that  distort  com- 
petition to  Europe's  car  market. 
As  a minimum,  the  European 
Union  needs  to  respect  its  pledge 
to  eliminate  this  year  its  quotas 
on  Japanese  car  sales.  Brussels 
should  also  allow  the  block 
exemption  of  car  distribution 
from  EU  competition  rules  to 
expire  in  fjpur  years'  time.  Indus- 
try claims  that  the  arrangement 
benefits  consumers  fly  to  the  face 
of  evidence  that  it  has  been  used 
to  partition  the  single  market, 
maintain  wide  national  price  dif- 
ferentials and  perpetuate  in- 
efficient retailing  methods. 

Finally,  action,  is  needed  to 
stop  car  manufacturers  using 
“grey”  import  laws  to  block 
import  competition  from  outride 
the  EU.  The  UK’s  recent  efforts 
to  this  direction  are  mnunomi. 
able.  They  should  be  hacked  up 
by  the  European  Commission 
and  other  member  governments. 

Such  steps  are  bound  to  taco 
strong  opposition.  But  policy- 
makers need  to  keep  two  points 
in  mind:  that  tolerance  of  cosy 
practices  to  the  industry  has  con- 
tributed to  many  of  its  problems: 
and  that  Europe’s  aggressiveness 
in  farfcii ng  them  will  be  a litmus 
test  of  its  approach  to  broader 
economic  restructuring. 


If 


Teutonic  Turks 


Chancellor  Gerhard  SchrOder’s  allowed  to  vote  or  hold  public 
Red-Green  coalition  is  expected  office  there.  This  discrimination 
later  this  week  to  unveil  a long  has  undoubtedly  hampered  tmirri- 
overdue  plan  to  reform  Ger-  "grants*  Integration  into  German 
many’s  unfair  nationality  law,  society. 


making  it  easier  for  many  of  the 
country’s  7m  foreigners  to 
acquire  Germany  citizenship. 

But  already  the  main  Christian 
democrat  opposition  parties  are 
mobilising  against  the  move 
through  an  extra-parliamentary 
petition  that  could  pander  to 
extremists.  By  going  out  on  the 
streets  to  collect  signatures  for  a 
petition  against  government 
plans  they  cannot  defeat  in  par- 
liament, the  opposition  runs  the 
risk  of  stoking  up  racial  tensions. 

Germany  is  almost  the  only 
European  country  (except  for 
.Switzerland)  still  to  base  its 
y nationality  law  largely  on  who 
your  parents  were,  rather  on 
whore  you  were  bom  or  live.  This 
law,  based  on  the  right  of  blood 
rather  of  soil,  has  created  much 
unfairness:  after  the  end  of  the 
cold  war,  thousands  of  ethnic 
Germans,  scattoed  through  Rus- 
sia and  eastern  Europe  since  the 
late  Middle  Ages  and  barely  able 
to  string  two  words  of  German 
together,  hata  been  able  to  gain 
the  citizenship  denied  to  many 
Turks  and  other  ethnic  minori- 
ties bom,  living,  and  paying 
taxes  in  Germany,  but  not 


The  Kohl  government  made  a 
gesture  in  1991,  by  allowing  for- 
eigners resident  in  Germany  for 
15  years,  as  well  as  children  bom 
in  Germany  of  foreign  parents,  to 
opt  for  German  citizenship-  But 
only  if  they  renounced  their  orig- 
inal nationality. 

The  Schroder  government 
plans  to  cut  the  residential  quali- 
fying period  to  eight  years,  and 
to  permit  dual  nationality  The 
opposition  claims  this  last  provi- 
sion will  create  “divided  loyal- 
ties” among  newly  ertfranehisad 
Germans.  However,  it  has  never 
raised  such  concern  about  other 
dual  nationals,  admittedly  in 
smaller  numbers,  from  Europe 
and  the  US. 

Opposition  parties  may  well 
want  to  frustrate  a reform  that 
would,  encourage  Germany's 
immigrant  community  to  vote  for 
Mr  Schroder’s  party.  But  there 
are  worthier  issues  to  take  up  - 
for  instance,  the  government's 
business  tax,  nuclear  energy  and 
labour  market  plans.  It  might 
also  recall  that  last  summer,  Ger- 
many's very  Teutonic  team  did 
poorly  to  a World  Cup  won  by 
France’s  “rainbow"  team. 


Squaring  up  to  Marlboro  man 

BAT’s  deal  with  Rothmans  makes  it  the  only  serious  rival  to  Philip  Morris,  says  Tony  Jackson  j 


A Kazakh  sham 


Nursultan  Nazarbayev  was 
re-elected  president  of  Kazakh- 
stan this  weekend  with  the  kind 
iff  overwhelming  majority 
Jayoyed  by  neighbours  such  as 
THeidar  Aliyev  of  Azerbaijan  and 
Edward  Shevardnadze  of  Georgia. 
Such  votes  stroke  the  ego  of  the 
victor,  but  remind  everybody  else 
that  the  former  Soviet  states  of 
central  Asia  remain  highly  per- 
sonalised regimes. 

Once  again  the  rituals  of 
democracy  have  masked  an  auto- 
cratic substance,  a point  under- 
lined by  the  refusal  of  the  Organ- 
isation for  Security  and 
Co-operation  in  Europe  to  make  a 
serious  effort  to  monitor  the  elec- 
tion. 

Ironically.  Mr  Nazarbayev 

would  probably  have  romped 
home  with  a comfortable  major- 
ity' in  a free  election.  He  and  his 
family  command  much  patronage 
and  control  both  regional  elites 
and  key  economic  institutions. 
Many  Kazakh  citizens  still  see 
Jjhim  as  a guarantor  of  stability  in 
,f  a vast  country  richly  endowed 
1 with  oil.  gas  and  minerals,  but 
landlocked  and  hemmed  in  by 
powerful  neighbours,  including 
Russia  and  China. 

But  Mr  Nazarbayev  threw 
away  the  chance  of  gaining  real 
democratic  legitimacy  when  he 
disqualified  his  only  serious 


rival,  former  prime  minister  Ake- 
zhan  Kazbegeldto.  two  months 
before  the  election.  This  act 
transformed  an  already  unfair 
election  into  a rigged  plebiscite. 
To  be  elected  to  such  a way 
undermines  the  already  doubtful 
legitimacy  of  the  earlier  constitu- 
tional amendment,  which  made  it 
possible  for  Mr  Nazarbayev  to 
seek  a.  third,  extended,  presiden- 
tial term. 

Apologists  say  tbe  Kazakh 
leader’s  re-election  with  a large 

majority  will  help  the  country 
weather  a recession  caused  by 
tbe  Russian  crisis  and  low  prices 
for  its  energy  and  mineral 
exports,  and  has  ensured  busi- 
ness as  usual  for  foreign  inves- 
tors. . 

They  have  a point.  But  auto- 
cratic regimes  too  often  become 

corrupt  and  repressive.  This  is 
the  danger  now  facing  Kazakh- 
stan, just  as  global  competition 
for  foreign  investment  demands 
greater  transparency  and 
strengthened  legal  protection. 

Steady  progress  in  these  and 
other  areas  is  needed  to  attract 
funds  to  develop  Kazakh 
resources  and  to  ensure  that  rev- 
enues are  used  to  modernise  and 
raise  living  standards  - rather 
than  line  the  pockets  of  regime 
favourites.  The  election  may  be 
over.  But  the  real  test  starts  now. 


Even  in  today’s  world  of 
giant  mergers,  yester- 
day's £5Bbn  takeover  of 
Rothmans  International 
by  British  American  Tobacco 
came  out  of  the  blue:  a nice 
shock  or  a nasty  one,  depending 
an  tiie  viewpoint  Tbe  stock  mar- 
ket was  delighted,  poshing  BAT’s 
shares  up  16  per  cent.  For  BAT’s 
rivals,  it  was  quite  a different 
stcay. 

The  reaction  of  investors  was 
natural  enough,  to  global  terms, 
the  cigarette  business  is  now  a 
duopoly:  Philip  Morris  has  a 
world  market  share  of  17  per 
cent,  and  BAT  is  on  Its  heels 
with  16  per  cent  China's  vast 
state  tobacco  producer  has  some 
30  per  cent,  but  sells  purely 
domestically.  No  other  producer 
in  the  world  is  balf  the  size  of  the 
new  group. 

Within  the  tobacco  industry, 
the  news  came  as  a thunderbolt 
particularly  for  R J Reynolds  of 
the  US.  A struggling  number 
three  behind  BAT  worldwide, 
RJR  was  considering  selling  its 
non-US  business. 

There  were  two  widely  mooted 
buyers*.  BAT  and  Rothmans.  No 
longer.  One  BAT  director 
remarked  yesterday,  with  undis- 
guised satisfaction,  that  he  would 
not  have  cared  to  be  around 
RJR’s  headquarters  when  news 
of  the  deal  came  through 
The  other  big  surprise  was  that 
the  Rupert  family,  which  founded 
and  controls  RnthmjiTue,  has  sold 
out  It  will  have  a sizeable  chunk 
- 35  per  cent  to  begin  with  - of 
the  merged  company.  But  it  will 
be  a passive  holding.  As  Johann 
Rupert,  heart  of  Rothmans  tnlrt 
the  FT  last  year:  *Td  much 
rather  go  and  play  golf  than  work 
for  somebody  else.” 

So  why  sell?  On  the  one  hand, 
Mr  Rupert  has  other  fish  to  fry 
(see  below).  On  the  other,  the 
tobacco  industry,  like  many  oth- 
ers. is  consolidating. 

Mr  Rupert  said  yesterday. 
“You’re  either  a restructurer  or  a 
restructures.  We  certainly  don't 

thinlr  Rnthmnng  isn’t  Viable.  But 
five  or  six  years  down  the  line, 
the  risk  was  that  tbe  industry 
would  have  consolidated  and  we 
wouldn't  have  been  part  of  it" 

So  is  tiiis  yet  annthnr  of  those 
defensive  alliances,  in  which 
players  in  a shrinking  industry 
huddle  together  for  warmth? 

Not  entirely,  according  to  Mar- 
tin Broughton,  BAT’s  chainnan. 

“I  see  this  merger."  he  said  at 
yesterday’s  press  conference,  “as 
having  both  defensive  and  offen- 
sive characteristics." 

In  BAT’s  view,  world  volume  of 
tobacco  sales  is  going  to  be  flat  to 
the  foreseeable  future,  with  - 
growth  to  the  developing  world 
offset  by  decline  to  richer 
nations.  Rothmans  does  no  busi- 


Johann  Rupert  and  his 
father  Anton,  who  control 
Rothmans  through  Riche- 
mont in  Switzerland  and  Rem- 
brandt in  South  Africa,  have 
always  prided  themselves  on  tak- 
ing the  long-term  view  when  it 
comes  to  generating  profits  from 
their  brand-name  businesses. 

If  I wanted  to  take  the 
short-term  view  I could  quadru- 
ple earnings  per  share  like  that,” 
Johann  said  last  year  at  his 
headquarters  in  Stellenbosch, 
near  Cape  Town.  "Yon  cut  a 
little  bit  of  research  and  develop- 
ment, a little  bit  of  advertising. 
That’s  why  I'm  always  a little 
sceptical  about  turnaround  art- 
ists who  don’t  stick  with  the 
industry  for  five  to  10  years." 

Now  that  Bar  Rupert  has 
decided  to  abandon  control  of 
tbe  profitable  but  potentially 


Tobacco:  a global  duopoly  emerges 


Sales  by  country 
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ness  in  the  US,  and' is  thus  not 
exposed  - as  BAT  is  - to  US 
litigation.  It  is  also  immensely 
strong  in  Africa,  which  BAT  sees 
as  one  of  the  fastest-growing 
regions  for  cigarette  sales. 

To  that  extent,  BAT  is  buying 
growth.  In  surrendering  his  com- 
pany, Mr  Rupert  said  jovially  at 
yesterday's  press  conference, 
"We’ve  perhaps  given  up  some 
growth  in  tile  next  two  or  three 
years  in  excess  of  BAT’S." 

Nonsense.  said  Mr  Broughton, 
a shade  less  jovially.  “But  you 
win  notice,"  rejoined  Mr  Rupert, 
“that  they  describe  the  deal  as 
earnings- enhancing,  and  we 
describe  it  as  eamings-neutraL" 

Even  in  the  developed  world, 
though,  the  deal  has  attractions 
for  BAT.  Way  back  in  1902,  the 
company  was  formed  jointly  by 
American  Tobacco  and  Imperial 
Tobacco  of  the  UK,  as  a pooling 
of  the  two  companies’  assets  out- 
side their  home  countries. 

This  shut  BAT  out  of  both 
countries.  It  has  since  re-entered 


SAT/nOthman 


Rothmans,  it  will  have  14  per 
cent  of  the  UK  market  as  well. 

Elsewhere  in  the  world,  the 
new  group's  market  share  will  be 
a lot  bigger  than  that.  In  South 
Africa,  Rothmans  already  had 
around  SO  per  cent  of  the  market 
BAT’s  share  was  grandly  dis- 
missed yesterday  by  Mr  Rupert 
. as  de  minimis.  But  the  new  BAT 
will  have  perhaps  95  per  cent 
which  is  perhaps  a little  steep 
even  for  a country  toured  to  oli- 
gopolies from  the  old  days  of 
apartheid. 

The  share  of  other  markets  - 
over  80  per  cent  of  Canada  and  60 
per  cent  of  Australia,  even  by 
BAT’s  own  estimate  - would  be 
unconscionable  in  any  other 
industry.  But  the  tobacco  indus- 
try has  a history  of  monopoly, 
run  either  by  tbe  state  or  - as  in 
large  parts  of  South  America  and 
Asia  - by  BAT  itself.  Doubtless, 
there  will  be  horse-trading  with 
the  authorities.  Doubtless  too, 
the  deal  will  go  through. 

Where  will  that  leave  the  rest 


the  US  market  not  least  by-buy-*- of  -the  world  tobacco  industry? 
tog  American  Tobacco,  the  . Philip  Morris,  still  the  dominant 
shrunken  remnant  of  its  erst-  force,  may  not  be  unduly  per- 
whfle  parent,  to  1994.  Through  turbed.  Its  strategy  has  always 


been  quite  different  from  BAT'S, 
depending  as  it  does  on  the 
remorseless  advance  of  one  of  the 
world’s  most  powerful  brands, 
Marlboro. 

BAT,  by  contrast,  still  takes 
tbe  piecemeal  approach  charac- 
teristic of  its  history.  It  has  one 
or  two  international  brands,  such 
as  State  Express  or  Lucky  Strike. 
For  the  most  part,  though,  it 
works  by  dominating  local  mar- 
kets  with  local  products. 

The  Rothmans  deal,  says  Jona- 
than Fell,  tobacco  analyst  at  Mer- 
rill Lynch,  gives  BAT  a few  more 
brands  to  play  with.  “But  they 
also  know  they  have  too  many 
brands."  be  says.  “They’re 
already  phasing  out  support  for 
some  of  them.” 

For  the  rest  of  the  industry, 
though,  the  emergence  of  a 
global  duopoly  is  unnerving.  As 
Mr  Fell  observes,  the  larger  Euro- 
pean tobacco  companies  - Impe- 
rial of  the  UK,  Seita  of  France, 
Reemstma  of  Germany  - all  have 
plans  to  increase  their  earnings 
through  cost-savings  over  the 
next  five  years  or  so. 

But  Kke  Mr  Rupert,  they  must 
be  asking  what  the  outlook  is 


Taking  the  long  view 


troublesome  tobacco  business  to 
BAT,  Richemont  is  left  with  Veu- 
ddme.  its  luxury  goods  group, 
and  Rembrandt,  a sort  of  invest- 
ment trust  whose  holdings  range 
from  tobacco  and  mining  to 
financial  services  and  chickens. 

By  keeping  Vend&me,  Mr 
Rupert  has  held  on  to  some  of 
the  world's  best-known  brands, 
including  Cartier  jewellery, 
Piaget  watches,  Mont  Blanc 
pens,  Dunhlll  and  Chloe,  the 
Paris  fashion  bouse  which  is 
being  revitalised  by  Stella 
McCartney,  its  hip  young 
designer. 

Last  winter,  the  astute  Mr 
Rupert  made  the  most  of  the 


Asia-induced  downturn  in  the 
$35bn  global  luxury  goods  indus- 
try when  he  bought  back  Ven- 
dfime  by  offering  £1.04bn  for  the 
30  per  cent  of  the  shares  Riche- 
mont did  not  already  own. 

Having  seen  the  share  price 
fall  by  40  per  cent  in  tbe  preced- 
ing year,  and  fearful  of  a further 
decline  in  market  conditions, 
VendAme’s  shareholders 
accepted.  The  company  did  not 
do  wefl  last  year,  largely  because 
of  Dunhlll’s  difficulties  in  Asa, 
with  operating  profits  slipping 
by  6.3  per  cent  to  SFr258.6m 
(£lL2£0m)  to  the  six  months  to 
September  30. 

However,  with  the  luxury 


goods  industry  gingerly  poised 
for  recovery,  analysts  are  con- 
vinced that  the  deal  will  eventu- 
ally turn  out  to  be  a bargain. 
“His  liming  was  brilliant,"  said 
Cedric  Magnelta,  an  analyst  at 
Credit  Suisse  First  Boston  in 
London. 

One  encouraging  sign  for  the 
luxury  goods  market  is  the  yen’s 
firmness  against  the  dollar. 
Another  Is  that,  despite  recess- 
ionary fears,  demand  has 
remained  strong  to  North  Amer- 
ica and  Europe.  Gucci,  the  Ital- 
ian fashion  group,  and  Tiffany, 
toe  US  jeweller,  reported  healthy 
pre-Christmas  sales  last  week. 

The  rosier  outlook  for  the  sec- 


OBSERVER 


Getting  a yen 
for  change 

A fight  is  underway  in  Japan  - 
and  nothing  less  than  the  dignity 
of  the  yen  is  at  stake.  WhSe 
prime  minister  Keizo  Obuchi  is 
busy  promoting  greater  use  of 
the  Japanese  currency  on  his 
tour  of  Europe,  a small  but 
influential  group  back  home 
wants  to  see  a reduction  in  the 
currency's  three-digit 
denomination. 

“Intemationafisation  of  the  yen 
and  a change  in  the 
denomination  go  hand-in-hand," 

insists  Hldeyuki  Aizawa, 
vice-chairman  of  the  ruling 
Liberal  Democratic  Party’s 
committee  on  financial  problems. 
"Japan  is  the  only  industrialised 
country  which  has  a core 
denomination  of  three  digits.* 
The  exchange  rate  is  currently 
about  Y1Q9  to  the  dollar  and 
Y130  to  the  euro. 

The  birth  of  the  euro  means 
that  Italy’s  lira  no  longer  suffers 
the  ignominy  of  having  large 
denominations.  "Having  a 
throe-cagtt  denomination  makes 
the  yen  lightweight  Nobody  will 
even  pick  up  a one  yen  coin  on 
the  street,”  Aizawa  adds. 

A change  in  the  denomination, 
he  reckons,  might  add  to  some 
costs  - particularly  for 
computer-driven  financial 
institutions  - but  it  could  also 
spur  economic  activity  and  boost 
consumer  spending.  “If 
something  that  was  Y100 


becomes  Y1,  wouldn’t  it 
encourage  you  to  spend?"  he 
suggests,  maybe  more  in  hope 
than  expectation. 

Uprooting  roots 

Hungary’s  new  centre-right 
government  led  by  prime  minister 
Viktor  Orban  loves  to  portray 
itself  as  the  protector  of  Magyar 
values.  But  his  dedication  to 
peasant  made  ns  twirling  In 
embroidered  frocks  and 
whip-cracking,  boot-slapping 
shepherds  dearly  has  Its  limits. 

The  new  regime’s  efforts  to 
strengthen  the  role  of  the  prime 
minister's  office  has  ted  to  a bit 
of  overcrowding,  so  more  space 
is  desperately  needed.  And  what 
better  than  the  opulent  building 
just  opposite  parliament  that 
currently  houses  the  national 
ethnographic  museum? 

So  the  order  went  out  last 
week  to  move  the  200,000-item 

collection  - by  April  1.  Even 
opponents  of  the  government 
admit  the  palace,  originally  built 
as  the  nation's  Supreme  Court, 
tent  Ideal  as  a museum.  But  ’ 
relocating  in  three  months  a 
collection  that  took  four  years  to 
move 'm  - losing  around  10  per 
cent  of  it  through  damage  In  the 
process  - seems  a little 
over-ambitious. 

So  Oban's  office  has  quickly 
backpeddled  - giving  the. 
museum  until  the  end  of  the  year 
to  find  somewhere  new.  Two  of 
the  three  suggested  sites  are 
miles  out  in  the  suburbs.  So  if 


Magyars  dont  know  their  roots  In 
20  years  time,  we’U  know  exactly 
who  to  blame. 

Wright  knees-up 

The  nerds  at  silicon  colossus 
Intel  have  come  up  with  a new 
way  of  travelling  - business-like 
dass.  And  it's  proving  an 
inspiration  to  others. 

Intel  supremo  Ron  Whittier 
recently  flew  in  to  cut  the 
mustard  with  media  types  at 
entertainment  outfit  Chrysalis.  He 
pitched  up  in  woolly  jumper  and 
tracksuit  bottoms,  to  be  received 
by  smart-suited  Chrysalis 
chairman  Chris  Wright.  Whittier 
explained  he’d  stepped  straight 
off  the  plane  and  hadn’t  had  a 
chance  to  change. 

It  dawned  on  Wright  that 
Whittier  had  been  nibbing 
shoulders  with  the  great 
unwashed  in  economy  class.  So 
from  now  on,  ChiysaBs 
executives  are  under  orders  to 
exchange  the  comforts  of  first 
dass  for  cut-price, 

knees- imder-your  chin  travel. 

Let’s  hope  they’re  made  of  the 
Wright  stuff. 

Meeting  of  minds 

The  wind  of  change  is  blowing  in 
the  world  of  Brussels  think  tanks. 
Word  has  it  that  Peter  Ludlow’s 
Centre  for  European  PoBcy 
Studies,  the  oldest  of  the 
cerebral  Brussels  institutes,  and 
Stanley  Crossrck’s  European 
Policy  Centre  Just  might  put  their 


heads  together. 

Any  marriage  between 
Euroland’s  brightest  sparks 
would  come  as  something  of  a 
surprise.  The  two  thinktanks  have 
always  been  at  opposite  ends  of 
toe  pointy-headed  spectrum: 
Ludlow’s  centre  is  a 
research -driven  institution  with 
high  costs,  while  former  lobbyist 
Crossfck  sees  the  EPC  as  a 
leaner  outfit  that  influences  rather 
than  dissects  EU  policy. 

But  it  doesn’t  taka  a research 
project  to  see  economics  at 
work.  A dose  reading  of  next 
year’s  EU  budget  shows  that 
CEPS’s  annual  Ecu250,000 
allocation,  which  never 
completely  covered  its 
overheads,  is  now  to  be  shared 
between  “Brussels  think  tanks". 
Might  explain  why  co-operation 
is  too  order  of  the  day  - two 
heads  are  better  than  one. 

Captive  clientele 

Fancy  a night  reliving  the  Nelson 
Mandela  experience?  No,  not  a 
night  in  his  presidential  pad  but 
on  Robber  Island  island,  where 
he  was  incarcerated  for  nearly 
two  decades. 

The  prison,  a few  miles  off  the 
coast  of  Cape  Town,  is  now  a 
museum  and  is  planning  to  offer 
overnight  accommodation  to  as 
many  as  100  tourists.  The 
island's  management  says  it  will 
convert  warders’  homes  and 
other  buildings  Into  guesthouses. 
Observer  trusts  the  breakfasts 
have  improved  by  opening  day. 


thereafter.  There  will  be  scope 
for  tie-ups  on  a regional  basis. 
But  they  will  remain  tiddlers  by 
comparison  with  the  two  giants.* 

There  is  a moral  here.  Like 
many  other  big  tobacco  compa; 
nies.  BAT  was  in  its  time  a con- 
glomerate. That  structure  has 
gradually  been  unpicked,  culmim 
ating  in  the  demerger  of  BAT’s 
insurance  interests  last  year.  ; 

Rothmans,  too,  has  been  part 
of  a wildly  diverse  empire,  rang- 
ing from  luxury  goods  in  Europe 
to  all  kinds  of  motley  invest' 
ments  in  South  Africa.  Now  its 
original  tobacco  business  has 
likewise  broken  free. 

Thus  a dominant  theme  of 
investor  capitalism  finds  expres- 
sion. Tobacco  may  be  a nasty  and 
risky  business,  exposed  to  htigaj 
don  and  the  opprobrium  due  to 
peddlers  of  a dangerous  and 
addictive  drug. 

But  weighing  those  risks  - and 
hedging  them  - is  a job  for  inves- 
tors- Management’s  role  is  to 
clarify  the  risk  and  get  on  with 
it  In  tobacco  these  days,  as  in 
most  things,  it  pays  to  be' 
single-minded. 


tor  has  brought  corporate  active 
lty  back  to  life.  LVMH,  the 
French  luxury  goods  groups 
revealed  last  week  Out  it  had 
secretly  amassed  a stake  of  nunr4 
than  5 per  cent  in  Gucci,  sending 
shares  in  the  Italian  group  soar- 
ing. Traders  suspect  that  LVMH 
has  since  bought  more  shares^ 
possibly  as  a precursor  to  a hid.. 

In  South  Africa.  Rembrandt  is 
flush  with  cash  and  ripe  for 
restructuring.  “Rembrandt  is 
probably  going  to  have  R3bn 
(£300m)  in  cash  and  lots  of 
shares  they  could  sen  if  they 
wanted  to,”  says  one  analyst  in 
Johannesburg.  "They  could 
make  some  big  moves  in  South 
Africa." 

Alice  Rawsthom  and 
Victor  Mallet 


100  years  ago 

Dubious  Traders 
A correspondent  complains  of 
difficulty  experienced  by 
British  merchants  in  obtain  Big 
justice  in  countries  Cke 
Mexico.  Tbe  natives  there,  he 
says,  are  always  ready  to 
receive  British  merchants’ 
goods,  but  are  not  always  so 
willing  to  pay  for  them.  A 
British  merchant  entrusted 
money  to  a Mexican  trader 
supposed  to  be  of  high 
standing  and  good  family 
connection.  But  when  It  came 
to  paying  it  back,  it  was  not 
forthcoming.  The  trader,  who 
was  of  good  social  standing, 
succeeded  in  getting  himself 
elected  Deputy  of  toe  State,  In 
which  position  he  cannot  be 
prosecuted,  whatever  he  has 
dona 

50  years  ago 

Three  Days  In  Rio 
Advertisement:  “When  you  or 

members  of  your  staff  are 
paying  a flying  visit  to  South 
America,  you  want  to  arrange 
the  journey  so  as  to  eliminate 
unnecessary  flights  In  either 
direction.  British  South 
American  Airways  operate  the 
most  frequent  and  therefore 
most  time-saving,  service  to 
South  America.  You  can  fly  to 
Rk>  de  Janeiro,  for  example, 
on  a Friday,  spend  three  days 
there  and  be  back  on  the 
following  Thursday* 
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Lighting  up 


Takeovers  can  seriously  improve  your 
(financial)  health.  Yesterday's  deal  is  a 
coup  for  both  BAT  and  Rothmans.  Roth- 
mans, the  smaller,  no  longer  risks  slip- 
ping down  the  league  of  international 
tobacco  companies.  BAT  improves  its 
portfolio  of  premium  brands  and  hence  Its 
margins.  The  deal  even  includes  an  ele- 
gant solution  to  the  thorny  problem  of 
having  too  much  equity  in  the  hands  of 
one  shareholder. 

The  terms  - a 35/65  per  cent  split  in 
favour  of  BAT  - seem  fair,  although  the 
absence  of  a stock  quote  for  Rothmans 
means  relying  on  accounting  rather  than 
market  values.  If  these  do  disguise  a pre- 
mium for  Rothmans,  it  does  not  appear  to 
be  significant.  The  £250m-a-year  cost 
savings  do  not  come  cheap  at  a £400m 
(S672m)  one-off  cost,  but  could  well  prove 
conservative.  The  stock  market  reaction 
was  not,  marking  up  BAT’S  shares  by  15 Vi 
per  cent.  The  savings,  taxed  and  dis- 
counted back,  explain  about  half  of  BAT’S 
£1.3bn  appreciation.  But  the  market  prob- 
ably rightly  assumes  other  synergies, 
such  as  increased  marketing  and  distribu- 
tion clout. 

The  enlarged  group  could  well  face 
tougher  competition  problems  in  Austra- 
lia, Canada  and  South  Africa  than  it  is 
letting  on,  which  might  force  some 
reshuffling  of  brands.  There  may  also  be 
some  unease  over  tbe  complex  share- 
holder deal  struck  with  the  Rupert  family, 
via  its  Richemont  and  Rembrandt 
vehicles.  But,  capped  at  25  per  cent  of  the 
voting  equity,  they  wiQ  not  be  able  to 
block  ordinary  resolutions  governing 
things  rights  issues  or  takeovers. 

What  does  the  deal  mean  for  the  rest  of 
the  Industry?  One  intriguing  issue  is  what 
happens  now  to  R.J.  Reynolds  Interna- 
tional, the  overseas  tobacco  arm  of  RJR 
Nabisco,  widely  viewed  as  up  for  sale. 
Rothmans  or  BAT  had  been  seen  as  ideal 
suitors.  Tbe  deal  will  also  mean  a much 
fiercer  competitor  to  world  leader  Philip 
Morris,  which  could  well  lead  to  more 
aggressive  pricing  where  the  two  clash. 
More  starkly,  the  new  BAT  widens  the 
gulf  between  the  vast  international  com- 
panies and  the  largely  national  players, 
such  as  Imperial  Tobacco,  Gallaher,  Seita 
and  Tabacatera. 

And  even  if  some  of  them  merge  in 
response,  they  will  still  be  too  small  to  sit 
at  tobacco’s  top  table. 
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Goldman  Sachs 


So  Jon  Canine  has  paid  the  price  for 
Goldman  Sachs'  aborted  initial  public 
offering.  The  Investment  bank  piaimg  Mr 
Corzine 's  decision  to  step  down  as  cochief 
executive  is  part  of  a routine  management 
transition.  That  is  hard  to  believe. 

It  was  Mr  Corzine,  after  all,  who  cham- 
pioned the  highly  controversial  decision 
to  go  public  within  the  partnership.  Gold- 
man says  it  is  united  in  its  attempt  to  try 
again  this  summer.  But  if  that  were  really 
true,  it  would  hardly  undermine  the 
power  base  of  the  man  who  is  still,  as 
co-chairman,  supposed  to  be  leading  the 
charge. 

The  fact  that  Mr  Corzine  has  come 
under  pressure  to  step  aside  in  the  midst 
of  the  process  suggests  the  internal  divi- 
sions about  whether  to  go  public  or  not 
remain  unresolved.  And  while  It  would  be 
a shame  if  the  bank  lost  his  services  alto- 
gether, at  only  62  Mr  Corzine  could  be 
forgiven  if  he  now  left  to  pursue  a politi- 
cal career. 

Goldman  hag  glen  failed  to  put  in  place 
the  dear  management  structure  investors 
might  expect  of  a soon-to-be  public  com- 
pany. After  yesterday’s  reshuffle  it  now 
has  two  chairmen,  one  chief  executive 
and  two  chief  operating  officers.  That  con- 
voluted arrangement  seems  more 
designed  to  satisfy  the  claims  of  John 
Thornton,  and  John  Thaln,  the  two 
up-and-coming  operating  officers,  than  to 
promote  simplicity.  When  it  comes  to 
being  a public  company,  Goldman  still 
has  much  to  learn. 


As  voice  and  data  communications  con- 
verge with  dizzying  speed,  suppliers  of 
telecommunications  equipment  have  to 
reconfigure  not  only  their  clients'  net- 
works but  themselves.  Lucent  Technolo- 
gies, a 1996  spin-off  from  AT&T,  is  strong 
on  the  traditional  voice  side.  But  if  has 
long  felt  at  a disadvantage  to  Cisco 
Systems,  which  comes  at  the  industry 
from  the  computing  end  and  specialises  In 
data  networking  equipment  Following 
yesterday’s  gi.4bn  purchase  of  a software 
company,  buying  Ascend  would  plug  that 
gap  in  Lucent's  product  portfolio.  Ascend 
even  claims  to  be  a step  ahead  of  Cisco 
with  a powerful  line  of  switches  that  can 
rapidly  shift  vast  amounts  of  data  over 
phone  lines.  Combining  such  clever  tech- 
nology with  Lucent's  powerful  financial 
resources  and  larger  sales  force  should 
prove  a winner. 


Swiss  equities 


Will  the  Swiss  stock  market  miss  out  on 
euro-phoria?  Switzerland  is  not  even  a 
member  of  the  EU  and  shows  no  signs  of 
joining  - partly  because  short-term  Swiss 
interest  rates  would  probably  have  to  dou- 
ble. Swiss  gnomes  are  also  uncomfortably 
aware  that  Flnanzplatz  Schweiz  has  more 
to  lose  than  Luxembourg  and  London 
when  it  comas  to  EU  tax  harmonisation. 

But  while  the  launch  of  the  Euro  might 
be  a znlld  short-term  negative  for  Swiss 
equities,  there  Is  no  reason  for  investors 
to  discount  Swiss  blue  chips  because  they 
are  not  part  of  the  euro-zone.  The  Swiss 
National  Bank  will  do  all  It  can  to  prevent 
the  Swiss  franc  breaking  through  tha 
SFn.65  per  Euro  “pain  barrier”,  which 
should  limit  the  currency  risk. 

But  the  most  important  reason  Is  that 
pan -European  investors  cannot  afford  to 
ignore  a market  that  Includes  two  of 
Europe’s  top  three  drug  stocks  (Novartis 
and  Roche),  two  of  its  biggest  banks  (UBS 
and  Credit  Suisse),  two  of  the  world’s  big- 
gest Insurers  (Swiss  Re  and  Zurich  Finan- 
cial Services)  and  the  world's  biggest  food 
company  (Nestle).  If  the  euro  Is  a success, 
the  underlying  earnings  of  these  compa- 
nies will  benefit  as  much  as  thalr  Euro- 
pean rivals.  If  not,  global  companies  like 
Novartis,  Nestle  and  ZFS  have  powerful 
defensive  attractions. 
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FT  WEATHER  GUIDE 


Europe  today 

Snow  showers  over  Norway  wHi 
become  prolonged  later.  Sweden 
and  Denmark  wfll  stay  showery. 
Tbe  Low  Countries  will  start  dry 
and  sunny,  but  snow  Is  likely  by 
late  afternoon.  Snow  showers  are 
likely  over  Germany,  with  sleet  or 
rain  over  Switzerland  and  Austria. 
Most  of  France  win  start  dry,  but 
there  win  be  rain  in  tha  north-west 
end  rein  or  sleet  In  the  north-east 
in  the  afternoon.  Southern  France 
wfll  stay  dry  with  sunshine  and 
broken  cloud.  Same  showers  are 
likely  in  southern  Portugal,  but  the 
Mediterranean  will  be  generally  dry. 
Five-day  forecast 
Banda  of  rain  (with  snow  in  the 
north)  will  move  across  much  of 
Europe,  accompanied  by  strong 
winds.  Southern  Europe  and  the 
Mediterranean  win  be  dry  at  first, 
but  wfll  become  less  settled  later  in 
the  week,  with  showers  in  the  east. 
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Santer  pledges  clampdown  on 
fraud  to  save  commissioners 


Bj  MB  Buddey  and  Quentin  Peel 
to  Strasbourg 


Jacques  Santer,  European 
Commission  president,  yesterday 
proposed  tough  new  rales  of  behav- 
iour covering  every  level  of  tbe 
European  Union  executive  In  an 
effort  to  save  his  administration 
from  befog  sacked. 

ha  an  urgent  appeal  to  the  Euro- 
pean Parliament  to  ward  off  a no- 
confidence  vote  that  would  force  the 
resignation  of  all-20  commissioners 
who  run  the  executive,  be  promised 
a joint  effort  to  stamp  out  fraud  and 
mismanagement 

A decision  an  Thursday  to  censure 
the  Commission  - which  requires  st 
two-thirds  majority  - could  plunge 
the  EU  into  chaos,  and  threaten  the 
timetable  for  vital  reforms  to  pre- 
pare for  eastern  enlargement 

Mr  Santer*s  plea  met  widespread 
scepticism  from  MEPs,  some  of 
whom  accused  individual  commis- 
sioners of  hiding  behind  collective 
responsibility..  ' 

The  extraordinary  confrontation 
between  two  central  institutions  of 


the  EU  Mows  months  of  allegations 
of  glffaw*  and  malaflml  nfafrfltion. 

The  confidence  vote  was  triggered 
by  parliament's  refusal  last  month 
to  sign  off  the  BITS  1996  accounts  - 
in  effect  questioning  the  Commis- 
sion's financial  competence. 

With  nearly  all  his  team  arrayed 
before  angry  parliamentarians  and  a 
packed  public  gallery,  Mr  Santer  put 
forward  an  eight-point  plan  to  com- 
bat fraud.  . , 

The  centrepiece  la  three  codes  of 
conduct  covering  commissioners, 
their  relations  with  their  personal 
offices  or  ‘'cabinets",  and  “behav- 
ioural rules"  for  all  Commission 

ryFftr-igla. 

nae  Commission,  president  also 
called  for  a joint  group  of  "wise 
men"  from  the  parliament,  the  Com- 
mission and  the  IB  EU  governments 
to  look  at  plans  for  a new  indepen- 
dent anti-fraud  unit  That  approach 
had  earlier  been  backed  by  Gerhard 
Schrflder,  the  German  chancellor. 

The  strongest  attack  came  from 
Pat  Cor,  Irish  leader  of  the  parlia- 
ment's third  largest  group,  the  Liber- 
als, who  said  Individual  commission- 


ers should  take  responsibility  for 
maladministration  in  their  depart- 
ments. "Making  everyone  respond, 
bie  effectively  means  that  no  one  to 

responsible,"  he  Mid.  

His  party  has  criticised  Edith  Ore* 
son,  the  fanner  French  prime  minis, 
ter  responsible  far  education  and 
training,  and  Manuel  Marin,  Com- 
mission vice-president  formerly 
responsible  for  the  EU's  humanitar. 
law  aid  programme.  Abuses  have-, 
been  alleged  in  both  departments,  j 

Willi  Gdrlach,  representing  Ger- 
man social  democrats,  attacked  Mr 
Santer  for  falling  to  present  his 
plans  until  forced  to  do  so. 

With  barely  concealed  anger.  Mrs 
Cresson  rejected  criticism  of  her  pro- 
grammes. Mr  Matin,  however,  admit- 
ted that  mistakes  might  have  bean 

made. 

Air  Sac  tar’s  concessions  last  night 
seemed  likely  to  satisfy  parliament's 
largest  group,  the  Socialists,  but  ti. 
was  imrfpar  whether  he  had  done 
enough  to  regain  the  confidence  of 
other  groups. 
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Brazil  blocks  $9.7m  transfer  . 
over  state’s  debt  moratorium  f 
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By  Geoff  Dyer  in  $ta  Paulo 


The  Brazilian  government  raised  the 
stakes  yesterday  in  its  dispute  with 
Minas  Gerais  state,  which  last  week 
announced  a moratorium  on  debt 
payments,  by  blocking  the  transfer 
of  RSll.Tm  ($9.7m)  to  the  state 
government 

The  move  was  the  federal  govern- 
ment's first  direct  response  to  the 
decision  by  Minas  Gerais,  the  coun- 
try's third  wealthiest  state,  to  sus- 
pend Interest  payments  on  RSl&5bn 
of  debt  to  Brasilia. 

Tbe  news  that  tbe  federal  govern- 
ment was  keeping  its  promise  to 
take  a hard  lfoa  with  Minas  did  not 
Immediately  ease  investor  concerns 
about  tbe  impact  of  the  moratorium 
an  Brazil's  fiscal  austerity  plan. 

By  early  yesterday  afternoon, 
shares  on  the  S4o  Paulo  stock 
exchange  had  Mien  7.24  per  cent, 
although  the  volume  was  extremely 
thin.  Spreads  of  Brazilian  Interna- 
tional bond  issues  also  remtinqpd  to 
widen  and  economists  said  that  the 
Minas  situation  would  make  it 
harder  for  Brazilian  borrowers  to 


return  to  capital  markets.  Mfoas 
signed  a refinancing  agreement  with 
the  federal  government  last  year, 
which  allows  it  to  repay  the 
R$l&5bn  debt  over  SO  years  at  an 
Interest  rate  of  around  7 per  cent. 

Eduardo  Gtdmarfies,  secretary  of 
the  National  Treasury,  said  the 
transfer  of  funds  had  beat  blocked 
by  “an  automatic  trigger  mecha- 
nism" because  of  non-payment  of 
interest  He  said  this  had  happened 
before  with  other  states,  but  had 
never  been  made  public.  A further 
R$55m  due  to  be  passed  to  Mfoas  on 
January  20  would  be  blocked  if  the 
state  did  not  pay  its  monthly  inter- 
-est  bill  of  RS77-5m. 

The  moratorium  by  Mfoas,  which 
claims  it  does  not  have  the  money  to 
pay  the  interest,  is  the  first  direct 
political  challenge  to  the  govern- 
ment’s austerity  strategy  of  high 
interest  rates  and  steep  budget  cots, 
designed  to  win  back  credibility 
since  the  Russian  default 

The  government  hut  come  under 
strong  international  pressure  not  to 
award  any  fresh  concessions  to  the 
states.  Standard  & Poor’s,  the  rat- 


ings agency,  warned  last  week: 
“Given  its  own  precarious  financial 
condition,  the  federal  government 
can  ill  afford  to  increase  Its  subsidy 
to-'ihe  states." 

However,  if  tbe  government  takes, 
too  tough  a line  with  Mfoas,  it  could 
lose  support  for  the  emergency  bud- 
get cuts  it  is  trying  to  push  through 
Congress,  particularly  from  the  Bra- 
zilian Democratic  Movement 
(PMDB),  the  party  of  Itamar  Franco, 
centre-left  governor  of  Mfoas. 

State  governors  allied  to  the  fed- 
eral government  will  meet  in  Maran- 
hto  today,  when  they  are  likely  to 
attack  Mr  Franco's  decision. 

The  six  opposition  governors  are 
due  to  meet  on  January  18.  However, 
no  other  states  have  said  they  will 
follow  Minas,  and  Anthony  Gbrm 
tfoho,  opposition  governor  of  Rio  de 
Janeiro,  the  second  wealthiest  state, 
has  begun  to  tone  down  his  criticism 
of  the  federal  government 

In  an  interview  at  tbe  weekend, 
Mr  Franco  said  that  Minas  would 
only  repay  a SlOOm  eurobond  which 
matures  next  month  if  he  was  able 
to  meet  other  spending  needs  first 
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PolyGram 


PolyGram  N.V. 


has  been  acquired  by 
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The  Seagram  Company  Ltd. 
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SG  Cowen  acted  as  a financial  advisor  to 
PolyGram  N.V.  In  this  transaction. 
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Schneider  agrees  to  acquire  Lexel 

Schneider,  the  French  electrical  equipment 
maker,  has  agreed  to  buy  Lexel  of  Scandinavia 
for  FFr6bn  (S1.06bn,  €91 5m).  The  purchase  of 
the  specialist  manufacturer  win  boost  Its  sales 

In  low  voltage  final  dfstrfoution.  Page  16 

Futures  and  options  volume  up  10% 

The  volume  of  futures  and  options  contracts 
traded  on  derivatives  exchanges  rose  10  per 
cent  last  year  to  2.2bn.  Eurex,  the  German- 
Swiss  exchange,  posted  the  biggest  rise  - of  61 
per  cent  - in  trading  volume,  while  the  Chicago 
Board  of  Trade,  remained  the  world’s  largest 
derivatives  market  Capital  Markets,  Page  24 

Leading  HK  developer  raises  $299m 

New  World  Development,  one  of  Hcmg  Kong's 
biggest  property  developers,  raised  a net 
HK$2.32bn  (US$299m)  through  a share  place- 
ment to  Chow  Tal  Fook  Enterprises.  Page  18 

Hungary  attracts  foreign  interest 

Hungary  looks  set  to 
benefit  from  post  euro 
enthusiasm,  and  equi- 
ties are  not  alone  in 
attracting  foreign  inves- 
tors: the  government  of 
Viktor  Orban  (left)  has 
achieved  lower  inflation 
forecasts,  helping  to 
underpin  inflows  Into 
the  bond  market.  But 
while  the  short-term 
outlook  is  good, 
uncertainties  in  western  European  economies 
could  hit  exports  in  the  second  half  of  the 
year.  Emerging  Markets  Focus,  Page  36 

Weather  hits  European  sugar  crop 

Europe’s  sugar  harvest  has  been  hit  by  bad 
weather,  and  latest  estimates  put  total  Euro- 
pean Union  sugar  output  at  about  17.4m 
tonnes,  compared  with  last  season’s  record  of 
nearly  19m  tonnes.  Commorfities  Page  26 

Outcome  of  defence  tafks-uncertaiii 

As  talks  resume  between  European  aircraft  and 
electronics  manufacturers  after  the  Christmas 
break,  it  remains  difficult  to  forecast  the  shape 
of  the  first  deal  or  its  participants.  Page  16 

Eli  commercial  woodland  threatened 

A surplus  in  EU  timber  and  a rise  in  imports  has 
resulted  in  only  65  per  cent  of  annual  growth  In 
EU  commercial  woodland  being  cut,  and  the 
widening  gap  between  growth  and  harvest 
could  lead  to  a long-term  deterioration  in 
European  forestry.  Commodities,  Page  26 

L&H  founders  move  into  investment 

The  founders  of  Lemout  & Hauspie  Speech 
i Products,  the  Belgium-based  voice  technology 
i pioneer,  have  set  up  an  investment  company  to 
focus  on  long-term,  strategic  investments  in 
information  technology  companies.  L&H  Invest- 
ment Company  will  take  long-term  minority 
stakes  in  technology  start-ups.  Page  16 
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OFFICIAL  INVESTIGATION  INTO  GERMAN  BANK’S  REAL  ESTATE  DEALS  TAKES  SHINE  OFF  RECENT  MERGER 


Hypo  faces  property  loans  probe 


By  Tony  Barter  tr i Frankfurt 


Bayerische  HypoVereinsbank. 
Germany’s  second  largest  com- 
mercial bank,  is  under  official 
Investigation  for  possible  irreg- 
ularities in  property  loans,  an 
area  that  caused  an  internal 
dispute  at  the  bank  last  year. 

State  prosecutors  in  Munich, 
where  the  hanfc  has  its  head- 
quarters, said  yesterday  that 
the  inquiry  concerned  manag- 
ers of  the  farmer  Hypotheken- 
& Wechsel-Bank,  which 
merged  with  Vereinsbank  in 
September  to  create  HypoVer- 
Rinsbank. 

The  merger  was  barely  two 
months  old  when  HypoVer- 
einsbank surprised  investors 


with  third-quarter  results  that 
included  risk  provisions  of 
DM3.5bn  (€1.8bn,  $2.1bn)  to 
cover  overvalued  real  estate 
projects,  mostly  in  former  com- 
munist eastern  Germany. 

The  real  estate  projects,  run 
by  two  Hypo-Bank  subsid- 
iaries, Hypo-Real  and  Hypo- 
Tecta,  went  wrong  largely 
because  the  mortgage  market 
in  eastern  Germany  fpflpri  to 
tnfcp  off  as  expected  after  Ger- 
many's reunification  In  1990. 

He  affair  has  taken  the 
gloss  off  a merger  that  was 
supposed  to  show  the  ability  of 
German  banks  to  restructure 
and  improve  efficiency  and 
profitability. 

Prosecutors  said  they  hoped 


their  investigation  would 
determine  whether  Hypo-Bank 
officials  had  extended  property 
loans  without  arranging  neces- 
sary valuations.  They  said 
they  had  confiscated  files 
relating  to  the  loans  from 
HypoVereinsbank ’s  offices  in  a 
search  last  month. 

Last  year,  more  than  six 
months  before  completion  of 
the  merger.  Hypo-Bank  took  a 
separate  provision  of  DM14bn 
for  losses  in  property  deals. 
Hypo  officials  said  this  was 
enough  to  address  the  prob- 
lem, but  Albrecht  Schmidt, 
chief  executive  of  HypoVer- 
einsbank, formerly  chairman 
of  Vereinsbank,  said  in  Octo- 
ber it  had  been  far  too  little. 


Chips  are  up 
Applt 

Share  pice  $ 
-9) 


Intel  leads  the  way  as  computer 
industry  celebrates  festive  rush 

Strong  seasonal  PC  sales  have  raised  hopes  of  good  times 
in  Silicon  Valley,  reports  Louise  Kehoe  in  San  Francisco 


Stronger  than  expected 
demand  for  personal  comput- 
ers In  the  final  months  of  last 
year  has  set  the  scene  for 
robust  fourth  quarter  results 
from  US  high  technology  com- 
panies. 

Intel  and  Advanced  Micro 
Devices,  the  two  leading  sup- 
pliers of  microprocessor  chips 
used  by  the  PC  industry,  are 
both  exported  to  report  strong 
results  this  week. 

Intel,  which  is  due  to  report 
its  results  tomorrow,  will  be 
the  prime  beneficiary  of  the 
strong  PC  market  Will  Street 
analysts  are  projecting  earn- 
ings of  (1.07  a share  for  the 
world's  largest  dripmaker,  up 
from  98  cents  a share  a year 
ago. 

Questions  remain  about 
Intel’s  ability  to  maintain  mar- 
ket dominance  In  the  fast 
growing,  low-cost  segment  of 
the  PC  market  for  machines 
selling  for  under  (1,000.  How- 
ever. Intel's  recent  Introduc- 
tion of  new  chips  aimed  at  this 
range  of  PCs  signals  that  the 
company  is  giving  no  ground 
to  competitors. 

Nonetheless,  rival  AMD  is 
expected  to  report  solid  profits 
for  the  last  quarter,  estimated 


at  18  cents  a share,  versus  a 
loss  of  9 cents  a share  in  the 
same  period  a year  ago.  AMD 
is  also  set  to  introduce  this 
week  a new  generation  of 
higher  performance  micropro- 
cessors to  compete  with  Intel’s 
Pentium  H chips. 

Intel  is  also  racing  ahead. 
Yesterday,  the  company  said 
its  third  generation  of  Pentium 
chips  will  be  launched  in  the 
current  quarter  under  the 
brand  name  Pentium  IQ.  The 
new  chips  are  expected  to  pro- 
vide enhanced  Images  and 
sound  in  high-end  PCs. 

For  other  US  chipmakers  the 
outlook  iB  less  clear.  Slow 
sales  in  Asia  and  uncertainties 
about  demand  for  cellular  tele- 
phones - another  industry 
with  a big  appetite  for  chips  - 
may  produce  mixed  results  for 
the  final  quarter  of  1998. 

However,  projections  for  the 
year  ahead  are  encouraging, 
with  analysts  expecting  the 
world  semiconductor  market 
to  resume  its  traditional 
growth  rate  of  about  15  per 
cent  after  a decline  last  year. 

Apple  Computer,  which  Is 
set  to  release  its  results  tomor- 
row, said  last  week  that  it  had 
completed  Its  fifth  consecutive 


profitable  quarter,  after  heavy 
losses  in  the  previous  year. 
Sales  of  Apple’s  iMac  PCs 
topped  800,000  units  last  year. 
Steve  Jobs.  Apple  chief  execu- 
tive, told  the  Mac  World  trade 
fair  in  San  Francisco. 

Motorola,  which  supplies 
microprocessors  for  the  iMac, 
should  get  a boost  from 
Apple’s  new  found  prosperity. 
However,  this  may  be  offset  by 
problems  in  its  cellular  tele- 
phone business. 

Microsoft,  with  its  dominant 
position  in  the  market  for  PC 
software,  benefits  from  all  PC 
sales.  Its  Windows  operating 
system  is  installed  on  most 
PCs  and  Microsoft  is  also  the 
leading  supplier  of  software  for 
Apple's  iMac. 

Despite  expected  strong 
results  for  the  final  quarter  of 
1998,  questions  hang  over  the 
future  performance  of  the  PC 
industry.  Average  selling 
prices  for  PCs  dipped  below 
(1,000  for  the  first  time  last 
month,  according  to  market 
analysts.  With  (500  PCs  expec- 
ted to  be  widely  available  in 
the  US  within  a few  months, 
the  profit  margins  of  PC  manu- 
facturers and  their  component 
suppliers  could  be  squeezed. 


UK  seeks  power  to  rule  on 
bid  for  London  Electricity 


By  David  Wfgftton  and  An&aw 
Taylor  In  London  and 
Emma  Tucker  In  Brussels 


The  British  government  has 
asked  Brussels  to  allow  UE 
competition  authorities  to 
investigate  Electricity  de 
France’s  £1.9bn  ((3Jhn)  bid  for 
London  Electricity. 

Concern  over  the  proposed 
deal's  impact  on  competition 
in  the  UK  power  sector  has 
prompted  British  ministers  to 
ask  the  European  Commission 
to  hand  over  its  responsibility 
for  ruling  on  competition 
issues. 

Ministers  have  highlighted 
the  state-owned  French  com- 
pany’s dominance  of  the  cross- 
channel  interconnected 
through  which  it  supplies  6 per 
cent  of  UK  electricity  demand. 
There  Is  also  concern  over  the 
lack  of  access  British  compa- 
nies have  to  the  French  elec- 
tricity market 

The  Department  of  Trade 
and  Industry  said  it  was  “an 
unusual  case”  which  needed 
consideration  by  the  UK 


authorities.  “The  government 
feels  there  are  Issues  about 
regulating  the  Industry  that 
merit  the  case  being  referred 
to  the  UK." 

It  has  asked  that  the  bid  be 
referred  to  the  UK  Office  of 
Fair  Trading. 

The  outcome  of  a large 
cross-border  bid  would  nor- 
mally be  decided  by  the  Com- 
mission. Brussels  officials  that 
had  been  expected  to  rule  on 
the  bid  next  week  have  post- 
poned their  decision  to  assess 
the  UK’s  request 

The  Commission  is  under- 
stood to  be  reluctant,  however, 
to  give  up  Its  jurisdiction  in 
this  case. 

A colleague  of  Stephen 
Byers,  the  UK  industry  secre- 
tary, said  the  request  to  allow 
British  authorities  to  consider 
the  bid  did  not  signify  that  the 
government  had  particular 
concerns. 

He  said  ministers  wanted  to 
ensure  that  the  case  was 
treated  consistently  with  pre- 
vious bids  by  generators  for 
regional  electricity  companies. 


These  have  Involved  the  bid- 
ders agreeing  new  licence  con- 
ditions to  ring-fence  the  target 
and  ensure  that  business  con- 
ducted with  the  parent  was 
done  on  an  aims-length  basis. 
It  would  be  difficult  to  Impose 
such  conditions  if  the  bid  was 
handled  by  Brussels,  be  said. 

British  ministers,  however, 
have  expressed  concern  that 
subsidised  French  electricity, 
from  the  state-owned  EdF  has 
undercut  British  coal-fired 
power  stations. 

UK  power  suppliers  are  wor- 
ried that  London  Electricity 
supported  by  EdF  could  have 
an  unfair  advantage  when  the 
UK  power  market  becomes 
ftiHy  competitive  this  summer. 

The  Commission  is  con- 
cerned it  might  set  a precedent 
if  it  gives  up  its  jurisdiction. 
Cases  are  normally  only 
handed  back  to  national 
authorities  when  they  do  not 
affect  a “substantial  part”  of 
the  ringifl  market 
DTI  said  it  made  the  request 
on  the  advice  of  the  director 
general  of  Fair  Trading. 


The  combined  DMSbn  in  spe- 
cial provisions  dented  Hypo- 
Vereinsbank’s  reputation  as 
one  of  Europe's  most  cautious 
banks.  In  contrast  to  some 
competitors,  it  had  steered 
clear  of  exposure  to  hedge 
funds  and  emerging  markets. 

A quarrel  also  erupted 
between  Mr  Schmidt  and  Eber- 
bard  Martini,  former  chairman 
of  Hypo-Bank.  Mr  Schmidt 
blamed  Mr  Martini  and  his 
Hypo-Bank  colleagues  for  the 
overvalued  property  deals.  Mr 
Mfirrini,  who  lost  management 
responsibilities  alter  the 
merger  but  gained  a seat  on 
HypoVereins bank’s  supervi- 
sory board,  hit  back  at  Mr 
Schmidt  by  publicly  describing 


him  as  unfit  to  run  a hank. 

The  two  later  patched  up 
their  dispute,  but  on  terms 
that  appeared  to  leave  Mr 
Schmidt  the  stronger.  Hypo- 
Verelnsbank's  supervisory 
board  unanimously  approved 
his  proposal  for  the  extra 
DM3-5hn  in  risk  provisions  and 
supported  his  view  that  some 
heads  should  roll  because  of 
the  overvalued  property  deals. 

Underlying  the  dispute  was 
the  perception  of  some  former 
Hypo-Bank  managers  (hat  the 
merger  was  not  a true  mar- 
riage of  equals. 

Among  other  imbalances, 
Hypo-Bank  was  given  only  five 
of  the  14  seats  on  the  manage- 
ment board. 


Lucent  to  acquire 
telecoms  software 
maker  for  $1.5bn 


By  Roger  Taylor  in  San  Francisco, 
Wffltam  Lewis  in  New  York  and 
Alan  Cane  in  London 


Lucent  Technologies,  the 
world’s  largest  telecpmmunica- 
tions  equipment  manufacturer, 
yesterday  announced  the 
(l.48bn  acquisition  of  Kenan 
Systems,  a leading  rnairpr  of 
telephone  billing  and  customer 
care  software. 

The  aTiTinn pcament  came  as 
Lucent  investors  were  digest- 
ing the  disclosure  in  the 
Financial  Times  that  Lucent  is 
close  to  announring-  a merger 
with  Ascend  Communications, 
a US  data  networking  group. 

Yesterday  both  Lucent  and 
Ascend  declined  to  comment 
but  people  dose  to  the  talks 
said  the  deal  remained  on 
track  to  be  announced  within 
days. 

On  Wall  Street  yesterday 
morning  Ascend’s  share  price 
rose  $5  Vi  to  $76g.  giving  it  a 
market  • capitalisation  of  more 
than  (I6bn.  while  Lucent 
shares  fen  (2ft  to  (112*. 

Shares  in  Alcatel,  the 
French  telecoms  manufacturer 
which  announced  an  alliance 
with  Ascend  six  months  ago. 
fen  €8.70,  or  more  than  5 per 
cent,  to  €115  on  the  news  of 
the  link-up.  Analysts  said  an 
acquisition  would  damage 
Alcatel’s  competitive  position 
as  well  as  casting  doubts  over 
the  future  of  the  alliance. 

The  news  also  moved  the 
share  prices  of  European  com- 
petitors, with  Siemens  of  Ger- 


many up  €0.30  at  €61.10,  Erics- 
son of  Sweden  down  SKr5  at 
SKt-206.50  and  Nokia  of  Fin- 
land op  €0.59  at  C118J8. 

Discussing  the  Kenan  acqui- 
sition yesterday,  Dan  Stan- 
zione,  chief  operating  officer  at 
Lucent,  said  it  fitted  well  with 
the  company's  strategy  of  tar- 
geting the  fastest-growing 
parts  of  the  telecoms  market. 

He  said  the  communications 
software  market  was  growing 
at1  25  per  cent  a year  and 
would  be  worth  about  (26bn  in 
2000.  Kenan  Systems  is  the 
leading  provider  of  third  party 
billing  HTifi  customer  care  soft- 
ware. a market  growing  at  30 
per  cent  a year. 

Mr  Stanzione  added  that  bill- 
ing and  services  software  was 
the  area  in  which  telephone 
companies  were  experiencing 
the  greatest  need  for  better 
products. 

With  the  growth  of  competi- 
tion -to  the  telecoms  sector, 
operators  were  Increasingly 
seeking  to  differentiate  them- 
selves by  the  quality  of. their 
hTTHwp  — for  instance,  thp  abil- 
ity to  itemise  a bill  and  ana- 
lyse a customer’s  spend  in  dif- 
ferent ways.  Kenan's  software 
can,  for  example,  recognise 
trends  and  give  early  warning 
that  a customer  may  be  pre- 
paring to  leave  the  network. 

Mr  Stanzione  would  not 
comment  on  the  talks  with 
Ascend  but  confirmed  that 
Lucent  was  interested  in 
acquiring  data  networking 
businesses. 


American 
and  Japan 
Airlines  set 
for  alliance 

By  Afaxteidra  Harney  in  Tokyo 

American  Airlines  is  expected 
to  annonnnp  today  a broad  alli- 
ance and  code-sharing  deal 
with  Japan  Airlines.  It  would 
be  the  latest  in  a series  of 
bilateral  agreements  bringing 
JAL  closer  to  membership  of 
Oneworld,  the  global  airline 
grouping. 

Lost  month  Japan’s  largest 
airline  initiated  code-sharing 
talks  with  British  Airways, 
which  with  American  Airlines 
heads  the  Oneworld  alliance. 
JAL  has  bilateral  ties  with  all 
the  other  members  of  One- 
world. which  also  includes 
Canadian  Airlines,  Cathay 
Pacific  and  Qantas.  JAL 
declined  to  comment  on  the 
status  or  negotiations  with 
both  American  and  BA. 

Analysts  said  the  recent 
move  by  All  Nippon  Airways, 
Japan’s  second-largest  airline, 
to  join  the  rival  Star  Alliance, 
which  includes  United  Airlines 
and  Lufthansa,  had  increased 
pressure  on  JAL  to  secure  a 
place  in  Oneworld. 

If  approved  by  regulatory 
authorities  in  Japan  and  the 
US,  the  alliance  would  give 
customers  of  both  airlines 
easier  access  to  the  290  cities 
served  by  American  Airlines 
and  70  cities  served  by  JAL 
and  its  units.  Analysts  said 
JAL  stood  to  benefit  from 
increased  traffic  from  Ameri- 
can customers  to  cities  in  Asia, 
as  well  as  the  cost  savings 
from  joint  maintenance,  ticket- 
ing and  airport  facilities.  It 
would  also  allow  American 
better  access  to  Japan’s  over- 
seas travellers. 

The  announcement  comes 
nearly  a year  after  the  two  car- 
riers first  agreed  code-sharing 
and  joint  reservation  agree- 
ments. At  that  time,  JAL  and 
American  agreed  to  expand 
their  frequent-flyer  pro- 
gramme to  co-operation  on  res- 
ervation systems,  cargo 
operations  and  code-shared 
flights. 

However,  talks  had  been 
bogged  down  by  problems  set- 
ting up  the  computerised  joint 
reservation  system,  concerns 
about  the  codesharing  agree- 
ment’s negative  effect  on 
JAL’s  relations  with  other  car- 
riers, and  other  matters 
related  to  the  size  of  the  deal, 
JAL  said. 

The  agreement  essentially 
paves  the  way  for  the  Japanese 
carrier’s  entry  into  the  One- 
world  alliance.  However,  Isao 
Kaneko,  JAL  president,  has 
denied  plans  for  a global 
link-up. 


THs  announcement  appears  as  a matter  of  record  only 
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ELECTRICAL  EQUIPMENT  ACQUISITION  OF  SCANDINAVIAN  GROUP  TAKES  IT  INTO  CONSUMER  MARKET 


Schneider  agrees  FFr6bn  takeover  of  Lexel 


By  David  Owen  in  Paris 

Schneider,  the  French 
electrical  equipment  maker, 
is  strengthening  its  position 
in  electrical  installation 
products  by  agreeing  yester- 
day to  buy  Lexel  of  Scandin- 
avia for  FFrfibn  (€9l5m. 
fLOGbn). 

The  company  said  the  pur- 
chase would  mnltipiy  by  six 

- from  FFiTOOm  to  FFnUbn 

- Its  sales  in  low  voltage 
final  distribution,  taking  it 
to  second  place  In  Europe  in 

Chairmen 
of  L&H 
to  fund 
start-ups 

By  Paid  Taylor 

Jo  Lernout  and  Pol  Hausple, 
the  co-founders  and  co-chair- 
men of  Lernout  & Hauspie 
Speech  Products,  the  Bel- 
gium-based voice  technology 
pioneer,  have  set  up  an 
investment  company  to 
focus  on  information  tech- 
nology companies. 

The  two  men  have  trans- 
ferred just  over  half  of  their 
2032  per  cent  personal  hold- 
ings in  Lernout  & Hauspie,  1 
worth  about  $220m,  to  L&H 
Investment  Company  which 
plans  to  take  long-term 
minority  stakes  in  technol-  I 
ogy  start-ups.  The  company  . 
has  arranged  a 955m  bank 
credit  that  can  be  increased 
to  $160m. 

Mr  Lernout  and  Mr  Haus- 
pie said  they  expected  L&H 
Investment  to  attract  private 
investors  and  typically  to 
take  15-25  per  cent  stakes  in 
companies. 

They  revealed  the  com- 
pany had  completed  its  first 
investments,  including  a 
stake  in  Applied  Voice  Rec- 
ognition, a publicly  traded 
Houston-based  developer  of 
mobile  dictation  equipment 
for  the  healthcare  market 

LHIC  bas  also  invested  in 
four  private  companies:  ViA, 
a Minnesota  maker  of  com- 
puting and  communications 
products;  Miodxnaker,  a San 
Jose  maker  of  artificial  intel- 
ligence technology  compo- 
nents; Mediacom  Technolo- 
gies of  Singapore,  which 
designs  telecommunications 
products,  and  Star*  Globe 
Technologies,  a Singapore 
developer  of  multilingual 
software. 


this  market  Lexel,  a special- 
ist maker  of  electrical  instal- 
lation products  and  systems, 
such  aa  switches  and  trunk- 
ing and  ducting  equipment 
has  annual  sales  of  some 
FFr3.5bn  and  employs  5,000 
people. 

Didier  Pineau-Valen- 
cienne,  who  is  soon  to  step 
down  as  Schneider’s  chair- 
man. said  the  move  was 
important  because  the  mar- 
ket had  changed  and  was 
now  ready  for  “a  total  offer 
from  the  plug  to  the  trans- 


former”. In  the  past,  Schnei- 
der's products  had  not  pene- 
trated consumers'  homes. 
“We  have  been  madly  trying 
to  acquire  the  low  end  of  the 
low  voltage  market" 

Mr  Pineau-Valencianne 
said  the  purchase  should 
also  reduce  the  cyclical  risk 
attached  to  the  group  and 
enable  Schneider  to  replace 
competitors  as  Lexers  sup- 
plier of  circuit  breakers. 

Schneider  said  the  impact 
of  the  deal  on  net  income 
should  be  neutral  in  1999 


STii\  gamlUgs-onhatiHrig  in 

2000.  The  purchase  is  to  be 
funded  through  existing 
cash  flow  and  credit  lines. 

Lexel  does  business  in  15 
European  countries  through - 
26  manufacturing  sites.  It  is 
particularly  strong  in  the 
north  of  the  continent 

It  was  established  in  1995 
through  the  merger  of  the 
electrical  components 
divisions  of  Finland's 
Ahlstrfim  and  Denmark's 
NKT  Group. 

Yesterday’s  deal  comes 


about  six  weeks  before  Mr 
Pmeau-Valendenne  Is  due  to 
be  succeeded  by  Henri  Lacb- 
mann  and  less  than  a week 
after  Mr  Lachmann  took 
over  as  chairman  of  Schnei- 
der Electric,  the  group’s 
principal  subsidiary.  The 
company  said  yesterday  the 
acquisition  went  in  the 
direction  of  what  Mr  Lacb- 
mann  wanted  for  Schneider. 

Hie  French  company  said 
Lexel’s  management  and 
organisation  would  remain 
in  place  and  synergies  from 


the  acquisition  would  be 
mainly  in  marketing'.  It 
added  that  over  the  longer 
term,  additional  synergies 
should  be  achieved  through 
technical  cooperation  aimed 
at  “developing  a coherent 
product  and  system  offer- 
lng'*. 

Plans  are  to  complete  the 
transaction,  which  is  subject 
to  due  diligence,  regulatory 
approval  and  consultations 
with  employee  representa- 
tive organisations,  by  March 
31,1999. 


Rivals  play  cagey  game 
over  aerospace  alliance 

Pride  a factor  in  plan  for  single  company,  writes  Alexander  Nicoll 


The  changing  face  pan-European  defence 


% change  (Jan  1 1998- Jan  7 1999) 


Will  the  coming  weeks 
produce  the  founda- 
tions of  a single  Euro- 
pean aerospace  and  defence 
company,  or  of  more  than 
one?  Or  will  US  defence  com- 
panies strengthen  their  pres- 
ence in  Europe? 

These  questions  are  swirl- 
ing around  the  defence 
industry  again  as  talks 
resume  between  European 
aircraft  and  electronics  man- 
ufacturers following  the  holi- 
day break. 

The  intensity  of  discus- 
sions before  Christmas, 
involving  half  a dozen  Euro- 
pean aircraft  and  electronics 
companies,  fuelled  specula- 
tion Of  an  imminent  deal 
which  would  determine  how 
the  overcrowded  industry  Is 
to  be  rationalised. 

But  no-one  at  this  stage 
wants  to  predict  timing.  And 
it  is  still  bard  to  forecast  the 
shape  of  the  first  deal,  or  its 
participants. 

The  companies  that  got 
closest  to  a deal  were  British 
Aerospace  (BAe)  and  Daim- 
lerChrysler  Aerospace 
(Dasa),  on  a merger  which 
would  be  the  first  step 
towards  creating  a European 
industrial  force. 

BAe  champions  the  con- 
cept of  a pan-European  com- 
pany which  would  include 
all  significant  aircraft  and 
defence  electronics  compa- 
nies. BAe  and  Dasa  are  part- 
ners In  the  Airbus  consor- 
tium, which  has  developed 
into  one  of  only  two  large 
manufacturers  of  civil  airlin- 
ers in  the  world.  They  want 
to  create  an  even  greater 
global  force  of  which.  Airbus 
would  be  the  dvfl  arm. 


However,  experience  has 
shown  how  many  obstacles 
confront  the  creation  of  a 
united  company. 

First,  there  is  the  difficulty 
of  agreeing  deals  acceptable 
to  shareholders.  BAe  recog- 
nises that  its  terms  must  be 
reasonably  generous  to 
future  partners  if  it  is  to  per- 
suade them  to  share  its 
vision.  But  It  has  to  main- 
tain shareholders'  loyalty, 
especially  by  putting  in 
p1qce  a strong  management, 
able  to  take  tough  decisions 
for  the  future  group. 

On  the  German  side,  Dasa 


Experience  has 
shown,  however, 
how  many 
obstacles 
confront  the 
creation  of  a 
united  company 


accounts  for  only  7 per  cent 
of  the  sales  of  DaimlerChrys- 
ler.  But  It  is  the  only  signifi- 
cant German  aerospace  com- 
pany. employing  45,000 
people,  and  its  fate  is  of 
strong  interest  to  Bonn. 

DaimlerChrysler,  which 
dwarfs  all  defence  compa- 
nies. will  therefore  stay  as 
an  important  shareholder  in 
any  group  into  which  Dasa 
is  merged.  It  needs  a deal 
that  reflects  its  clout  and 
stands  up  for  German  inter- 
ests. 

Issues  of  corporate  gover- 


nance of  a BAe/Dasa  com- 
bine continue  to  divide  the 
two  sides,  though  they  have 
essentially  agreed  on  Daim- 
lerChrysler  having  a 40  per 

cent  financial  stake  in  .the 
merged  entity  - but  with 
reduced  voting  rights. 

The  second  obstacle  to  a 
united  company  is  the 
appeal  of  deals  which  do  not 
immediately  advance  the 
cause  of  creating  a pan-Euro- 
pean defence  company. 

Sir  Richard  Evans.  BAe's 
chairman,  bas  long  had 
another  dream:  of  building  a 
company  which  expands 
from  making  “platforms”  - 
aircraft  - into  one  which 
makes  the  electronic 
systems  that  equip  the  plat- 
form. 

Lord  Simpson,  managing 
director  of  General  Electric 
Company  of  the  UK,  is  seek- 
ing a dramatic  improvement 
in  return  to  shareholders. 
One  option,  among  several, 
would  be  to  seQ  the  Marconi 
defence  electronics  arm. 

BAe  thus  has  a chance  of 
getting  what  it  wanted  - to 
absorb  Marconi  without  hav- 
ing to  enter  a fall  merger 
with  GEC.  But  the  opportu- 
nity poses  a dilemma. 

Marconi  would  be  an 
important  element  of  a Euro- 
pean defence  company.  But 
acquiring  it  before  a Dasa 
deal  could  mean  diluting 
DaimlerChrysler' s stake  in  a 
future  group  to  what  might 
be  an  unacceptably  low 
starting  point.  It  could  be 
interpreted  as  a “UK-first” 
deal,  just  as  French  moves  to 
consolidate  were  criticised 
as  “Franco-French". 

Which  leads  to  France.  For 


the  British  and  the  Germans. 
French  participation  in  a re- 
shaped Industry  is  essential, 
but  the  French  government 
has  to  reduce  its  holdings  so 
that  it  can  exert  no  influence 
over  management  of  a 
merged  group. 

Paris  is  willing-  It  no  lon- 
ger has  a majority  in 
Thomson-CSF.  the 
defence  electronics  concern 
Terms  of  the  partial  privati- 
sation of  Aerospatiale, 
through  a merger  with  the 
Matra  defence  interests  of 
Lagard&re,  are  expected  to 
be  agreed  shortly.  The  gov- 
ernment has  signalled  it  is 
prepared  to  divest  further  if 
European  deals  can  be 
struck. 

In  spite  of  the  wish  of  Loti- 
don,  Paris  and  Bonn  to  see  a 
consolidated  industry  In 
Europe,  a further  important 
obstacle  is  the  lure  of  the 
US,  by  far  the  biggest  mar- 


ket for  defence  products. 

GEC  last  year  bought  a US 
defence  electronics  company 
and  has  explored  the  likely 
reaction  of  the  Pentagon  to 
further  moves.  The  market 
has  been  moving  in  its 
favour  a sharp  fell  in  share 
prices  of  several  US  compa- 
nies and  a rise  In  those  of 
European  counterparts,  has 
made  them  seem  much  less 
the  giants  they  are  often 
painted  to  be. 

Northrop  Grumman,  for 
example,  is  a relatively 
small  target-  But  it  remains 
unclear  whether  the  Penta- 
gon will  give  the  keys  of 
“Fortress  America"  to  a for- 
eign company. 

Though  their  domestic 
market  remains  highly  pro- 
tected, US  defence  compa- 
nies can  see  the  danger  to 
them  from  a very  large  and 
efficient  company  which 
could  emerge  from  European 
rationalisation. 


SKF  cuts  automotive  jobs 


We  are  pleased  to  announce  the  election 
of  the  following  officers 


Alvaro  Aguirre 
Cary  J.  Davis 
Kyle  F.  Frey 
Robert  S.  Jan  is 
Rajiv  B.  Lall 
Scott  XL  Lewis 
Nancy  Martin 
James  McNaught-Davis 
Donald  C.  Schultheis 
Barbara  Tarmy 
Donna  M.  Vandenbulcke 
Patricia  F.  Widner 
Managing  Director 


EJVl.  WARBURG,  PINCUS  & CO.,  LLC 


By  Thu  Burt  n Stockholm 

SKF,  the  world's  largest 
manufacturer  of  rolling  bear- 
ings, yesterday  announced  a 
wide-ranging  restructuring 
of  its  US  automotive 
operations  as  part  of  a 
SKnzbn  ($253m)  global. reor- 
ganisation. 

The  Swedish  group  said  it 
would  stop  producing  taper 
bearings  in  the  US  and  cut 
the  workforce  at  its  plant  in 
Glasgow,  Kentucky,  by  more 
than  SO  per  cent 

The  move  signals  a more 
aggressive  refocusing  at 
SKF  following  the  appoint- 
ment last  year  of  Sune 
Carlsson  as  the  group's  new 


chief  executive.  Mr  Carlsson, 
recruited  from  Swiss-Swed- 
iah  engineering  group  ABB, 
has  vowed  to  withdraw  from 
loss-making  areas  and  cut 
investment  in  capital  equip- 
ment by  SKrlbn  a year. 

SKF  said  the  workforce  in 
Kentucky  would  be  cut  from 
340  to  160,  while  a further 
170  jobs  would  be  cut  at  its 
plant  outside  Sao  Paulo  in 
Brazil 

The  company  said  that  US 
production  of  taper  bearings 
- used  In  wheels  for  cars, 
trucks  and  buses  - had  been 
unprofitable  for  several 
years,  while  demand  in  Bra- 
zil had  fallen. 

In  total,  output  from  the 


Brazilian  plant  is  expected  to 
be  cut  by  one  third. 

“Costs  for  these  measures 
amount  to  approximately 
SKr300m  and  will  be  charged 
against  earnings  of  the  auto- 
motive division  In  1998," 
SKF  said. 

The  full  impact  of  the  lat- 
est overhaul  will  be  dis- 
closed later  this  month  when 
SKF  publishes  its  fourth 
quarter  figures.  For  the  first 
ninfl  months  of  the  year,  the 
group  reported  a pre-tax  loss 
of  SKrZ47m. 

SKF  shares,  which  have 
risen  by  30  per  cent  in  the 
past  three  months,  yesterday 
fell  modestly  by  SKrl  to 
SKrl02.50  in  Stockholm. 


Agfa  to  buy  Sterling  of  US 


NEW  YORK 
TOKYO 


LONDON 

SINGAPORE 


HONG  KONG 
SAO  PAULO 


January  1999 


By  lAa  Hamtechfeger 
in  Fiankfut 

Agfa-Gevaert,  the  film  and 
graphic  systems  subsidiary 
of  German  chemicals  group 
Bayer,  said  yesterday  it 
would  buy  US  firm  Sterling 
Diagnostic  Imaging  for  an 
undisclosed  price. 

The  purchase,  expected  to 
boost  Agfa’s  annual  DM8.4bn 
(€4-3bn,  $5.04bn)  turnover  by 
roughly  one  tenth,  is  the  lat- 
est in  a series  of  German 
companies  seeking  to  gain 
market  share  in  the  US. 

Last  year,  Bertelsmann, 
the  German  media  company, 
bought  Random  House,  the 
largest  US  publisher,  and  a 


50  per  cent  stake  in  Barnes 
& Noble’s  Internet  booksell- 
ing unit. 

Sterling's  and  Agfa’s  medi- 
cal Imaging  products  largely 
overlap  and  the  acquisition 
is  marked  by  the  desire  to 
grab  a share  of  the  US's 
lucrative  pharmaceuticals 
market. 

In  addition  to  offering  high 
growth  rates,  the  US  phar- 
maceuticals market  is 
unhampered  by  the  kind  of 
government  regulated  pric- 
ing that  limits  companies  in 
Europe. 

With  70  per  cent  of  Ster- 
ling’s sales  In  the  US  and  30 
per  cent  in  Europe,  the  US 
firm  offers  a mirror  image  of 


Agfa’s  distribution.  So  far, 
Agfa  sells  20  per  cent  of  Its 
imaging  products  in  the  US, 
with  the  remaining  50  per 
cent  in  Europe  and  about  30 
per  cent  elsewhere. 

The  move  also  makes  Agfa 
one  of  the  two  largest  play- 
ers in  medical  imaging, 
alongside  Kodak  of  the  US. 
Japan’s  Fuji  ranks  third 
among  the  world's  big  three 
medical  imagers.  The  pur- 
chase is  still  subject  to  regu- . 
latory  approval 

The  Sterling  buy  should 
make  Agfa  more  attractive 
to  investors  if  Bayer  realises 
its  plans  to  sell  up  to  75  per 
cent  of  its  Agfa  subsidiary  in 
the  second  quarter. 
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CURRENCIES 

European  fund  managers 
enthusiastic  about  euro 
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SStT/SfS SSwrtd’s  strongest  curmneyowthg 
A survey  of  68  large  European  institutions 
Eg?  of  mm*  under  management,  canted 
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the  world's  fund  managers  to  be  pubfisneoro^ana  ® 

...  I *,,£>/  *ka  debate  about  the  use  of  the  euro  aa  a 
BY®  Allworthy,  European 

Sorfd  have  fallen  out  of  love  with  foedoUa' *n 
The  enthusiasm  for  the  eurc^rrored  tiiat 
a year  ago.  he  said,  and  reflected  a ishap 
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with  15  per  cent 1,1  \ 

favoured  the  yen  and  no-one  favoured 

Enthusiasm  for  tfw  euro  has  also  e^u^J^otor 

interest  In  continental  European  equity.  Sonj  79  pa- 
cent  of  European  fund  managers  were  optirmsdcabmxt 
domestic  euro-denominated  next  12 

months,  up  from  48  per  cent  in  December. 

Jane  Martinson 

UNICREDiTO  FTALIAN0 

Profumo  reconfirmed  as  chief 

A showdown  over  the  new  top  management  structure  d 
UnfCredrto  Uallano,  Italy's  largest  bank  in  terms  of  market 
capitalisation,  was  yesterday  averted  when  the  bank’s  new 
board  reconfirmed  Alessandro  Profumo  as  chief  executive. 
Mr  Profumo  is  one  of  Italy's  moat  respected  srnong  a new 
generation  of  bankers  and  is  widely  credited  for  transform- 
ing ttw  group  into  one  of  Italy's  most  dynamic  banks. 

Ludo  RondeHl  was  reconfirmed  as  chairman.  

Tensions  had  grown  inside  the  bank  after  the  chantabte  i 
foundations  controlling  three  regional  northern  banks  J 
which  merged  with  Milan's  Credito  Italiano  last  year  had  1 
sought  a greater  say  in  the  management  of  toe  enlarged 

banking  group.  , „ . . „ 

in  a gesture  of  independence,  two  of  these  foundations 
recently  sold  a 0.75  per  cent  stake  in  UniCredito  to  Deut- 
sche Bank,  a move  which  unsettled  the  bank’s  manage- 
ment But  Mr  Rondeili  yesterday  adopted  a conciliatory 
tone  to  Deutsche,  saying  toe  Italian  group  was  ready  to 
co-operate  with  the  German  bank  if  it  was  in  the  interest 
of  UniCredito  and  made  good  business  sense. 

Paul  Betts,  Milan 


CYPRUS  

Popular  Bank  in  insurance  buy 

Popular  Bank,  Cyprus's  second  largest  financial  institution 
which  is  22  per  cent  owned  by  HSBC  Holdings,  has 
bought  three  local  insurance  companies  - Paneurapean, 
PhiBki  and  Interamerican  - for  C£47m  ($93m),  making  it 
the  biggest  deal  in  the  island's  business  history. 

KHds  Lazarides,  executive  chairman  of  Popular  Bank,  . . 
said  toe  deal  made  the  group  the  leading  force  in  the  1 
island's  insurance  industry,  with  a 30  per  cent  market  ' 
share.  The  government  and  the  central  bank  had  approved 1 
toe  deal,  he  said.  Mr  Lazarides  said  that  the  group  would 
now  seek  to  expand  its  insurance  business  to  Greece. 
Popular  has  a 30  per  cent  market  share  of  the  island's 
banking  business.  Andreas  Hadjipapas,  Nicosia 


SVENSKA  HANDELSBANKEN 

Computer  system  abandoned 

Svenska  Handelsbanken,  one  of  Sweden's  largest  lenders, 
yesterday  said  It  had  abandoned  work  on  an  integrated 
computer  system  for  its  branches  around  the  Nordic 
region.  The  bank,  which  has  been  working  on  the 
so-called  Norti  project  for  more  than  six  months,  said 
delays  and  rising  costs  associated  with  the  system  had 
prompted  a rethink. 

Total  costs  for  introducing  the  system,  based  on  a plat- 
form known  as  Corebank  from  computer  group  IBM,  were 
estimated  at  more  than  SKrlbn  ($126m)  over  10  years. 
Although  the  bank  said  it  still  considered  Corebank  the 
best  system  available,  it  confirmed  its  was  exploring  “fas- 
ter and  cheaper  ways”  to  upgrade  its  existing  systems. 
Tim  Burt,  Stockhofan 


EYEWEAR 

Luxottica  mulls  Ray-Ban  buy 

Luxottica,  toe  Italian  spectacle-frame  maker  which  has 
become  the  world  leader  In  this  market,  yesterday  said  It 
was  considering  bidding  for  Ray-Ban,  the  US  sunglasses 
brand.  Leonardo  Del  Vecchio,  chairman  and  founder  of  toe 
talian  group,  said  toe  US  company  was  on  toe  market  and 
Luxottica  was  “studying  it". 

Ray-Ban  is  controlled  by  Bausch  & Lamb,  the  US  eyew- 
ear and  healthcare  group,  which  has  decided  to  sell  its 
sunglasses  division  including  the  famous  brand . 

Paul  Bette 

ANGLO  AMERICAN 

Former  chairman  dies 

^..ReUy:if^mnan  af  Aft1ca's  An9*°  American  j 
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aAjJrSSiJfflLj18  J0."9  career  with  Anglo  In  1943  as  an 
**  indusWal  in1erests.  He  sue- 
ceefcfo  Hany  Oppenheroer  at  the  head  of  the  company 
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Svyazinvest  sell-off  to  raise  Rbsl4bn 


By  Andrew  Jack 
fa  Moscow 


The  Russian  government 
plans  to  generate  at  least 
Rbsl4bn  (9600m)  from  the 
sale  of  a 25  per  cent  stake  In 
Svyazinvest,  the  state-con- 
trolled telecommunications 
company. 

Nail  Ismailov,  chief  execu- 
tive, confirmed  yesterday 
plans  for  a sale  within  six 
months  of  25  per  cent  of  the 
company  less  two  shares, 
which  means  the 


government's  stake  would 
be  cut  to  Just  over  50  per 
cent 

The  move  would  put  back 
on  track  an  important  par- 
tial privatisation  held  up  by 
the  Russian  financial  crisis 
last  August  It  came  after 
considerable  controversy 
surrounding  the  sate  of  the 
original  stake  of  25  per  cent 
plus  one  share  sold  to  the 
Mustcom  group  of  investors 
to  August  1997. 

Svyazinvest  owns  control- 
ling stakes  in  88  regional 


telecoms  companies,  as  well 
as  a 38  per  cent  stake  and 
51  per  cent  of  the  voting 
rights  in  Rostelecom;  the 
long-distance  and  interna- 
tional carrier. 

Mr  Ismailov  declined  to 
comment  on  figmes  issued 
over  the  weekend  by  the 
state  property  ministry 
that  the  sale  would  raise 
at  least  Rbsl-ibn,  that  would 
represent  a considerable 
drop  from  the  estimated 
Sl.Sbn  when  the  stake  was 
originally  scheduled  for  sale 


last  October.  It  was 
cancelled  in  the  wake  of  the 
Country's  financial  crisis. 

However,  one  analyst  said 
yesterday  that  “unless  they 
change  the  structure  of  the 
company,  even  this  lower 
sum  would  not  be  well  spent 
by  investors.  The  company 
does  not  really  control  its 
own  fate-. 

Mr  Ismailov  said  that  if 
the  share  sale  did  not  take 
Place  as  planned,  Svyazinv- 
est  would  raise  money 
through  an  issue  of  euro- 


bonds  this  year,  either  in  the 
company’s  own  name  or  by 

the  state. 

• The  state  property  minis- 
try said  that  it  planned  to 
teise  at  least  Rbsl3bn  from 
the  sale  of  a 2.5  per  cent 
stake  in  Gazprom,  the  utili-^ 
ties  group,  on  top  of  a simi-  j 
ter  stake  sold  at  the  end  of  ! 
test  year. 

It  added  that  a further 
Rbs4bn  or  more  should  be 
generated  by  the  sale  of  9 
per  cent  of  Lukoil,  Russia's 
tergest  oil  producer. 
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Making  History  in  M&A. 

In  a year  in  which  mergers  and  acquisitions  broke  all  records,  we  handled  more  than 

- $450  billion  in  global  M&A  transactions,  including  many  of  1998’s  most  historic  deals. 

— Our  history  of  innovation  and  experience  and  our  focus  on  productive,  long-term 

relationships  are  why  companies  around  the  world  turn  to  us  for  M&A  advisory  services. 
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FINANCIAL  TIMES  TUESDAY  JANUARY  .2 


COMPANIES  & FINANCE:  ASIA-PACIFIC 


BANKING  DECISION  TO  APPOINT  USGROUP  SIGNALS  POSSIBILITY  OF  SALE  TO  NON-JAPANESE  COMPANY  

Goldman  to  advise  LTCB  on  finding  buyer 


By  BSBun  Tettto  Tokyo 

The  Long  Tern  Credit  Bank, 
the  troubled  Japanese  group, 
has  appointed  Goldman 
Sachs,  the  US  investment 
bank,  to  advise  on  finding  a 
buyer  for  its  operations. 

The  appointment  is  the 
first  time  that  a Foreign  bank 
has  participated  in  such  a 
politically  controversial  and 
high-profile  sale  in  Japan’s 
financial  world.  LTCB  was 
temporarily  nationalised  last 
autumn,  as  part  of  the  gov- 


ernment's YSO.OOObn 
($538bn)  reform  package  to 
resolve  the  franking  sector’s 
problems. 

The  announcement  high- 
lights the  degree  to  which 
non-Japanese  companies  are 
making  inroads  into  Japan’s 
domestic  investment  bank- 
ing market  and  suggests  the 
government  may  like  to  sell 
LTCB’s  operations  to  a non- 
Japanese  buyer  to  secure  a 
better  price.  It  comes  as 
Goldman  Sachs  is  scram- 
bling to  build  its  operations 


in  Japan  to -compete  with 
Japanese  banks: 

Goldman  Sachs  yesterday 
refused  to  comment.  How- 
ever, LTCB  said  that  it  had 
appointed  the  US  group  after 
reviewing  the.  operations  of 
20  other  banks  and  brokers, 
including  several  Japanese 
groups.  “We  chose  Goldman 
Sachs  because  they  have  a 
good  performance  both 
inside,  and  outside  Japan, 
and  good  operations  in 
Japan.” 

LTCB  stressed  that  the 


appointment  did  not  mean 
that  it  was  deliberately  seek- 
ing a non-Japanese  buyer. 

Foreign  hanks  have  tradi- 
tionally been  reluctant  to 
purchase  Japanese  banks 
because  they  were  so  expen- 
sive. However.  Merrill  Lynch 
stepped  in  to  buy  the  assets 
of  Yantai  chi  Securities,  the 
failed  Japanese  broker,  last 
year. 

Separately.  Japan  Leasing, 
a bankrupt  subsidiary  of 
LTCB.  has  indicated  that  it 
may  sell  its  operations  to  GE 


Capital,  the  US  group,  which 
is  also  expanding  its  pres- 
ence in  Japan.  LTCB  yester- 
day refused  to  comment. 

Nevertheless,  in  a move 
that  may  deter  some  foreign 
bidders,  the  LTCB  manage- 
ment has  stressed  in  recent 
weeks;  that  it  hopes  to  sen 
the  Japanese  bank's  main 
operations  as  a single  entity. 

LTCB  is  understood  to  be 
in  talks  with  Sumitomo 
Trust,  another  large  Japan 
nese  group,  about  a possible 
sale  of  its  operations  to  the 


trust  hank.  Sumitomo  Trust 
indicated  last  summer  that  it 
might  conclude  a merger 
with  LTCB,  but  backed  away 
when  the  scale  of  LTCB's 
bad  loans  became  clear. 

However,  some  Sumitomo 
Trust  officials  remain  keen 
to  conclude  a deal  with 
LTCB.  not  least  because  they 
hope  that  this  would  ensure 
that  the  Japanese  govern- 
ment will  continue  to  sup- 
port their  own  operations. 
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Normandy  makes  Great  Central  bid 


By  Gwen  Robinson  in  Sydney 

Normandy  Mining.  Aus- 
tralia's largest  gold  pro- 
ducer, yesterday  launched  a 
bid  for  control  of  Great 
Central  Alines,  the  country’s 
second  largest  producer. 

Normandy  already  owns 
27.8  per  cent  of  GCM,  which 
operates  mines  in  the  gold- 
rich  Yandal  Belt  region  of 
Western  Australia.  The 
group's  interest  in  acquiring 
the  rest  of  GCM  was  well 
known,  but  yesterday’s  offer 
surprised  markets  because 
Normandy  made  the  bid 
with  the  family-owned  com- 
pany of  Joseph  Gutnick, 
GCM  chairman  and  founder. 

Normandy  Has  an  annual 

output  of  nearly  1.5m 
ounces.  GCM  last  year  pro- 
duced about  651,000  ounces. 

The  bid  also  highlighted  a 
growing  wave  of  consolida- 
tion in  Australia’s  resources 
industry,  which  is  facing  a 
downturn  in  commodities 
prices  amid  continuing  high 
exploration  and  production 
costs. 


Edensor  Nominees,  the 
Gutnick-controlled  company, 
owns  12.6  per  cent  of  GCM, 
giving  a combined  Edensor- 
Normandy  stake  of  40.4  per 
cent  Normandy  lifted  its 
stake  In  the  past  two  years 
in  return  for  financing 
GCM’s  expansion. 

The  joint  Normandy-Eden- 
sor  bid  for  the  remaining 
GCM  shares  was  launched 
through  Yandal  Gold,  a 
Western  Australia-based 
company  owned  49.9  per  cent 
by  Normandy  and  50.1  per 
cent  by  Edensor. 

Yandal  offered  AS1.50  per 
share  for  GCM,  or  A$276m, 
valuing  the  company  at 

AS463m  (US$293m)  based  on 
309m  ordinary  shares  on 
issue. 

On  the  stock  market,  GCM 
shares  jumped  nearly  S per 
cent  to  close  at  AJ1.44,  ahead 
of  last-  year’s  low  of  AJ1.10 
but  well  behind  the  peak  of 
AS2.36.  Normandy  fell  2 
cents  to  AS1J50. 

The  companies  said  then- 
offer  was  conditional  on 
acceptances  by  75  per  cent  of 


shareholders  on  90  per  cent 
of  the  outstanding  shares. 

If  successful,  the  bid 
would  give  Normandy  57  per 
cent  of  Great  Central  and 
Edensor.  43  per  cent. 

Normandy,  which  has  a 
market  capitalisation  of 
about  A$2.6bn,  said  the  joint 
bid  was  part  of  its  “rational- 
isation strategy". 

Ian  Gould,  group  manag- 
ing director,  said  the  trans- 
action would  continue  Nor- 
mandy's programme  of 
"business  simplification” 
toward  larger,  lower  cost 
operations.  Analysts,  how- 
ever. said  the  arrangement 
was  aimed  at  acceptance  by 
GCM  shareholders  of  Nor- 
mandy’s bid  and  would  pave 
the  way  for  a takeover. 

Mr  Gould  said  the  bid 
would  bring  Normandy's 
interest  in  GCM’s  Yandal 
assets  - the  Bronzewing. 
Jundee-Nimary  and  Wiluna 
gold  mines  and  exploration 
tenement  holdings  - to  sec- 
ond in  importance  after  Nor- 
mandy's Kalgoorlie  gold 
operations. 


The  bid  is  to  be  financed 
by  a cash  facility  of  up  to 
A$276m  from  Chase  Manhat- 
tan Bank. 

Normandy's  offer  came 
five  weeks  after  it  raised 
A$650m  by  closing  out  its 
gold  hedging  book,  fuelling 


WTTAN  INVESTMENT  COMPANY  pic 

(tkc-lNWr*) 

trtptund  m £ wjlbvt  NaJQUOS) 
tk  prm.  E»*fe-a=bi«  Baa*  te  200*  | *c -go*-) 

NOTJd  Of  EARLY  HEOTMPTIOri  Of  THE  BOPJDS  AT  THE  OfTKJN  Of  THE  ISSUER 
NOTICE  a HEU3V  OVtN»i9Uda^ln«  atefarafa  kwlm  rimer  a acantmeraab  Comkoot  Tibia/ Artak 

lhh»ifb»i«»rigi»id«ebhiimM^4io<tdni«lcMiw^kllitmii|,IWlrti,lli4a^inwl!if*|i|^<iniaii)ii%liiA 
n ibn  pvtfpil  (UO,  ragtthcr  afafa  taamJ  initial  n ihr  RefeapOaa  Dm. 


KMwMaaa**  Ac  « Wider  rf  Barer  load,  ha  tfc»  I**  U “fcJmpta  R*fcO  K>  mfac  At  bun  u mfcam  *■  w a*  of  ha  fc*4> 

a**Bi1acir«l«aoiai««BW*nn«t*wJwlnglDiWCoii*mwcfJiBteB^>M«i*difai  all  ifer  imuam  In.  retamooc  «»d 
cKkn*  km  bat*  anfcd  br  the  o*  «l  20*  Mnur,  MW.  ff  ri*  ngfat  a ama-ri  At  i*™«  bofafcr  of  Boo*  w*  km  > hnhr  n*hr  rator 
ofa&Bbfee*  (a  die  cm  my  be)  to  bate  ihr  ndrapetoo  aaaar  nrint|  oa  <mb  LljOOO  in  pdocfaoi  ■voon  of  mefa  Bondi  applied  on  bn  behalf  in 
niqanac  i jna  na  pan  of  ibe  Esbuir  KaFem’ drived  m Conddni « of  ibr  Sonde)  - ic  177. 7771 Md«u>T  abM»  v HndsiCB  Oanc  W 
Octal  hMonan  tone  pic,  MMIW  mb.*  da  Hadnm  OoM  Bond  fend,  MM»7  onflow,  *■««  In  UnAnd  bnenmi  Cwqoar  md 
b frown  <bm«<  ay  tab  ouiupb  Jenflnwd  to  die  be— f fa>  d«  iqodbior  of  Haiifaiw  Oracofanc  lo»ciuii«ia  Trait  ;*  (w  i<l«»  *».  «r  job a 
•lamac  has.  uv  to±  dhoiliauw).  Beam  Boc*  defatted  hreedunriu  pnomnim  tfat  atrax  d Redout*™  l^n«lcujdeii^(n 
bumbo  Bigpcae^feriodb^hb—^locMinBlaFyerafefelWfanfaallnMOurifeHifalrairaaqCBqma  erf or  ■ifee'OioBCOcniikH 
lai-yinerfMnecrl—lw^ieo— ■ff»ddiiMietnuiBdnMn<<nnSlwin>dwfcn<i||ikBi*lVad 
Mitay.tW.Tfiaaaae  be  afahranS^i  ofta+bedak 


t km  bn  mfad  br  *e  «d  u 20tfc  Unnr,  MW.  B dm  nrfs  . 

• (a  ibe  cm  no*  be)  D>  but  da  ndrafewa  atom  mat*  on  a 


] nxsnc  nor  baami  o{  no  < 
Mfamkcot  Aenbwlfr 


•febrScvXif2M 


one  Se  Gctal  ood  Lobriaod  ad  not  be  barnd.  V>  ike  cm*  tfei  pm  taaU  ndwwte  b»  ob«W  on  esdn-r 
F +uc  • Dearie  Be  Com)  or  tafarad,  wdl  rectJw  Unn  Cfc  (M  dtted  bi  Condtaw  * wt  Ac  BooS) 
J onMenwn.  henae  min  ie  ibtGht»Hand  fcidioJniBbob—daifcminanefaiurftae  AaiMlirfM 


due  w nbkb  neb  c»dut  rUm. 

Redcnano  Ri(h,  be  amaed  by  i bolda  nf  Ini  hob  lUwinib  tonde.  efl  — n»d  conyn  edwn  fbetew  eod  n>  nwn«  Wnl 
to  dm  bee  nbm  of  my  Phil  wfw  ndrifnAd  offimnf  Uin  of  iht  Heyday  md  Fmi*w  %nEnl  kbe  wmpnmd  by  a auy 
cmopbtrd  nmr  onbremra  kmn  oKainabb  boramdi  odfice. 

IMneiy  n<  Fufbwy  ftopeny  wdlbrcftead  ■manmima'C-bb-byihelmm  end  FnmyciamwdHg  falfiMtaodlbeidmm  brndeePmee 
detned  m Condmnn  Tot  <«  linbl.  Iibun  C*e  be  iblwiMl  wfchb  ibn  nda  ol  Ac  iAub  EHtacDa. 

For  fcaiba  i>ln«n  on  ibe  ?n>ad«a  br  mkaami  ad  anbo^E.  hnlden  oi  Bean  toil  ilmld  com  Sen  Own  u CW  Mnkme 
bab  unto:  OUm  H2IPJ. 

t«b«ne  Pmyrty 

Tie  Endimai  Anpcny  lodmiln  raba  mbebmdmcorfHmdmonCIninfriii  Immmiii  Thue  pit  n daaftid  U die  folfa»«H  pioyajfco.  All 
emflniiriHbpii  lib  leowry;  lW».  At  h—  pcuTtreble  doe  bUnm  yibfc  nbm  ol  UU  doemwn.  accye  ndm»  mifcml. 

Itl  H^mO«KndMhMMTiM|l(raimdCmnn 

Prone  tl  Cearnl  a mb  i— met  ww  numgiri  by  Ukoih  mm  bnurnu  bbobod.  The  lo  ■■nim  ei  atpa wnam  od  ohom  imyi ogmlffr-tb 
by  ma|  M u eniund  ponfofa  <rf  amuia  ubaid  fax  then  pra^cen  ot  abax  mop  apnal  |ronb.  The  .ixnuttro.  kne  ana 
pnfommet  man  bun  a ahofidy  bewd  ivfimeb  n mxb  HbcnoB. 

Ocr  amt.  dxm  bad  Gn  imn.  the  net  aaet  ealae  par  adimiy  doc  fan  faou»il  fay  17J9K,  d|.7|>b,  md  dd.iyVawnmed  mb  prymA  Ol  ibe 
MSO  «xU  bda  W2I. dd-Jd1!.  and  am *a  oar  jxOoda. (Upon aa  u Jl»  Dranfan.  l*9»ood«mtoJ  baa  nnaunanol. 

Aial  lib  tanmaiy.  l*W|ibi  Ulan  peactaalitedw  farloet  ibe  paWnDnmi/tbb  ifaiooMii  the  mih»aty  dme  pfKe  u U Cy,  repronmgaifajMg 
ollldipn  mn  to  oabilw  mf  atari  nbr.  The  indbmi  tham  eumnily  ban  a pan  ytrid  d IA*  per  no.  Ekcmc  fit  General  ba  ■ tr  ami  a 
•ryeowoatclr  £410.7  orifaan  ad  m annnal  nbauaenell  (harp  ml  Hdl  per  one.  of  net  cfantgedric  aaaeo. 

I w IMiuagWIMMrlMilblM'l 

The  Globa)  Bond  Fund  k a mot  m nuapcL  by  Hcocfcnon  fawaacn  Fnli  laxaci  Ibe  onannnii  obnonr  it  so  achacx  aa  mnl  mum  n 
•atcllais  mna  Imn  amnonn  n tmd  imnniind  Bao»t  rate  iiwWn  bmi  my  ua  of  At  maid.  Grawib  amid  aha  thenfcm  be  adbeted  ihnnib 

awlmpr  rut  waiBtl 

Oxi  one,  dnr  and  fn«  ymn.  dx  net  atm  nbred  an  knnmuaii  Imabid  loMbbHlkaixMaxdby  llin-w,  II. Ill  and  Il^a%,omTmd 
«nb  oomb  la  the  Mmacnl  loiamobnoal  Raid  Inooi  Seder  labor  a(  [IA2%.  MJIl%  and  21.52%  bxt  the  on  pomb.  iFpm  m at  Jin 
Dendn  l*«  aid  —renl  (mm  Mmapall 

Aa  at  fib  January,  Idne  lib.  Ium  pmntoHedaat  bafanc  pAbeatfan  ol  tbn  decimal  the  Bbi  bkooh  oes  pen  an  MJOp.  Tbr  ionm  an 
csmeely  bat*  a bob  jnbl  id  4 Jf  pit  con.  TTa  Qsbal  Bond  Fmd  ba  aa  aacndoppmnmaat,  ULI  nl»  and  ae  maoM  ebaqo 
ol  a'l  per  era. 

i.l  UwW htmraiml  OanpaTPL  rLdntanf) 

la*brd  ra  aa  nna>nii  Iraq  ninapnF  ft,  Hradrxm  hmararv  (Jaad  l^mieRnrdbcMrbipwbbuhrdtfiiqiirnr— rebra  neb 
fremb  cd  bafa  upatl  tad  mow  «n  riw  radio*  n lam  Rita.  Lmriaoft  pabey  a Co  ana  a i brood  ipnod  ml  Ukm  mrd  coaptaia  mb  oat 
mm  dm)  ball  by  lalar  onniag  bna  da  Uifat  ICM  UK  caeapnmt  and  ihr  Mince  boa  nuD  md  Bxdajn  ual  mapnae*. 

Orel  «m,  ikitr  bad  Inr  rmv  ibt  ai  ion  ntm  pei  exdamiy  Mmc  baa  aacetawd  br  ^LrU%,  IU<%  aiU  U.«1k.  coaraed  mb  iBHtfa  a Ur  FITE 
AJLMun*  bnb*  of  ISLM^ %.  u»tr  dr  mm  penadb  ffmora  m m }ln  Draotw  Md  aamad  boa  Oanotaq). 

Aa  at  Mi  Jaoem,,  ]m  Hr  Imr  pamicalda  daa  Mm  pubbjmi  ol  tbn  Joe  anal  the  atdkuuy  dun  yncr  m ti  Jj,  npunwnf  a irnrmt 
od  II S4  jwr  m,  io  onlntyif  aa  watt  nbx.  The  ontnaiy  ibm  ainendr  ban  • poa  yntd  ntd.4S  per  on.  liMaad  hat  net  aaon  m 
aTfanajnuiaiy  Cf7.l  mObon  aad  an  annul  nanaaora  thane  ol  0J  per  cm  od  on  cbnfeabla  aano. 

Ciafr  BtAaapdon  of  leairi  Bondi 

Any  Beanr  Bead,  dm  boat  am  bacn  ndrand  bebne  da  Bedsapws  Daa  wdl  be  mdccaied  fey  da  hanr  aa  da  Kcdtapnaa  Dale  and  Ibm 
bn  ok  dae  aad  payable  « man  ml  da  lelnjima  od  emfe  11  J)00  a>  pnaopal  aamon  id  low  BooKoa  mender  id  thr  r*on  Bondi  and 
eonpoos  at  do-  epeeihed  oOta  d oatm  ol  ibe  nyoqi  and  rrtani  Afroa  bod  feaka^  an  mom  of  £103072  (oKloJof  umm  oecnad  boat 
2nd  leptaahrt  Foap  eo  ebr  JealaqabM  Boa  limdmmttU  km  am.  rut  ,aa«r  — odl  fea  mrabb  kan  la  At* nb.  IW*.  b not  ibe  bra  My  jfrar  the 
Pnlrapam  Daa  Mhce  dun  > Suaday  or  Sunday!  taiobeh  femls  are  opaa  lor  bmaoixL  Beane  Bondi  mmld  fee  pReenodnc  udiaopuja  a^piher 
aaballirleeaen  mmaniirlionpmfclabn»adidbifaaaBoimBla^  aianugiiaaunaidcoopoa  vJhc  Jedaiadlriaoitanmdoefei  poeomr-The 
Bonaoi  n>  dadond  nill  ba  paid  ammi  nxicnda  id  ibe  icbaoxcoapoa  wubn  bw  peon  mm  Ar  Italnaiii  Doe  (Jbdifaxd  bi  ComdBna  UoFila 
load,)  a mpaci  el  inch  coapan.  Itaii  Bonk  and  onpea  ndt  feeram  aad  onlaa  eamotiTid  kx  parmn  wahae  pndi  al  m aad  da  yam 
mpeenafy  Inn  ibe  RefcrMi  Oae  io  inprcr  ifamaf. 


A rimirreta  -u  paard  rnday  m hobble  id  Boadi  wfenfe  an  in  roaarred  fan  gjtaa  deteds  el  da  iwl,  tedmepna  ml  l boar  Benda. 


Financial  Times 
Loose  Inserts 
Service 

Would  you  like  your  message 
delivered  straight  into  the  hands 
of  the  world's  top  decision  makers? 

Call  Jon  Banks 
Tet:  +44  171  S73  4181 

Gary  Kakoulli 
+44  171  873  3337 

FINANCIAL  TIMES 

No  FT,  no  comment. 


The  [aln  lop  hUa ra  M ua overran  EnaaaU  ■ 


■ eelad^  IS  da  Mar  and  lacnae  of  da  Bonde  ari  Eadoapr  PMp^ 


jaw  i/Mi  Man  wt/tt  ut2n  vu* 

CllbJO m pmapd amount  <d  Bondi  LIAUjM  tlJaJjJO  £1231 00  £UTJJ0  (IHUXI  I117L00  CloaODO 

I e+nnee  Pnpmy  to.  obob  £1000 

T must  cufflj*  amir  £tsJ9jn  tteaji  a* «.«  tuna* 

Tfeeae  hpuan  airealnilaied  fe-  raknm  to  iba  daong  aabfc  aofcM  traumata  n dmaid  Cma  da  LmdoaSrurfe  T wbanCr  Qady  Oftcol  Lm  oa 
db  larMuy,  1***,  beat  *r  (aw  pmcafela  dea  pm  re>  pnttrntai  ml  dm  ilnrania.  iad  no  dx  6ia  dca&ac  day  ol  the  Inn  na  ooaebi,  ue  din 
anawBr  aan  a da  Had  Baal  Faad  ate  denod  bon  Alaoopal  no  each  of  da  rrb-mie  djye  aa  a fed  b>  lad  farm  un  hr  da  Gpaoa  4ib  j unary. 
|WV  nfeirt  dtii-od  fron  the  fifsan  yalderttd  La  Tbr  ftnunul  Hoire.  ISc  rfk  to  ttxrrw  bit  damtsMa  » da  hyaidanoa  ol  y+rrliiann 
Cntofnar  bramiDtTRH  p4r  ka  baa  raladed  tram  tine  faioc*. 

A*  mad  abaea,  da  amm  dor  od  br  rrennd  is  early  ndmpcui « da  opnon  o(  da  Iona  aa  the  Hadmpuni  Dai  a ittpon  afuefa  £1000  a 
purer*!  WOT  cd  Icadi  [ncJudayi  Acemad  Bdeyoi  ban  Ad  Mpamtci.  ITM1  n tlOW.72  knuax. 

fame! 

Ha  IbBsmc  aUr  mnpum  d»  baton:  (raa  null  <uw  icietnWe  ban  ilOOs  a ptm^al  tnood  ml  Band,  md  da  EaduaBc  Pinpoty  be 
-beb  Cion  a pacfd  a&aan  of  Baoda  may  faeiiibiapirtlof  BayrajroJln  Daeeofeca  IWS. 
foA  US, 50 

Ei4umr  Fmpeiy  £51199 

SwU  aj  toim  Bond  or  oapod  far  Jon.  nabfe  mnibwA  dediud  ar  duuiiyu)  jf  bjr  ratyra r m J)  ipfkalir  lino  oral  nod  nrintgr 

IraalddiBa  ienna^in»m«adaniMd  bdn^imH  BandCTaTndScB»*Ta»lbeSaB,^«p«»e.  Manlaedcrdrfaad  lab 
omm.  fe«  Mirendead  Mnl  uplaninaiai  wj  bi  Iqucd. 

Waaeaaatfcanaa.NooorfansniiaiLdkoafiTareBa^yanmraimJBlrMraaaiPeadamBtuBr ^Bwdiar  wmhatyada^in  Bynn 

are  B any  doalx  q is  nbeefacr  or  pal  io  aaAmqe  y«x  B—db.  y»a  ifaonM  camrfi  m ^naoprtale  perdmiiwd  ad»ho  wobool  d«t^ 

"tfasisaw-  Ota*  Ma&aaan  tnt VA. 

CfrafayOam  J lm  Fbeu,  l- UJI,  Ubmd»nt 


employees© 

your.fingertips 


Trance 

TfeLn*  OrilBdiK  Tivn  Cnrpwedq  pic 


ft  Cii  iam  Jnacl 
InndaiEOVTLfe 


Hb  Cfaao  Maalien 
larm'tjanhthmlicj 


Moody’s 
gloom  on 
Japan 
insurers 

By  Naoko  Kafcamae  m Tokyo 


DenoL*  Robart  Champion  da  Grespigny  originsfiy  saki  bodging  book 
cash  would  not  be  used  for  bid  Reuters 


speculation  about  a possible 
GCM  bid.  At  the  time,  Nor- 
mandy's executive  chair- 
man, Robert  Champion  de 
Crespigny,  .denied  the  cash 
was  for  such  a bid  and  said 
it  would  be  used  for  a vari- 
ety of  other  projects. 


Japan's  troubled  life 
insurance  industry  was  dealt 
another  blow  yesterday 
when  Moody’s,  the  US  credit 
rating  agency,  downgraded 
the  ratings  on  three  big  life 
assurers.  Moody’s  said  that 
it  bad  also  confirmed  one 
rating  and  would  continue 
its  review  of  four  others. 

The  Japanese  life  assurers 
are  among  the  world’s  larg- 
est Institutional  investors, 
controlling  some  YISO.OOObn 
($l,727hn)  of  assets.  But  the 
sharp  downturn  in  the  econ- 
omy has  inflicted  consider- 
able damage  to  their  balance 
sheets  as  the  value  of  their 
equity  and  loan  portfolios 
has  plunged. 

At  current  stockmarket 
levels,  all  companies  except 
the  market  leader,  Nippon 
Life,  have  unrealised  losses 
on  their  equity  portfolios. 

Dai-tchi  Mutual,  Japan's 
second  largest  life  insurance 
company  was  downgraded 
two  notches  from  A1  to  A3, 
while  Meiji  Mutual,  the 
fourth  largest,  was  down- 
graded from  Al  to  A2.  “This 
was  because  the  overall  dete- 
rioration of  Dai-ichi  was 
more  severe  than  Meiji,” 
said  Masaro  Kakutani,  repre- 
sentative director  of  Moody’s 
Tokyo  Office. 

Dai-ichi  Mutual  said:  "We 
can’t  really  comment  since 
we  don’t  know  what  criteria 
was  used  for  the  review.  But 
Dai-ichi  will  have  absolutely 
no  problem  meeting  Its 
future  payments  to  its 
policyholders.” 

Moody’s  said  that  its  near- 
; term  credit  outlook  for  the 
I industry  as  a whole 
remained  negative.  Yester- 
day's downgrades,  it 
explained,  reflected  its  “anal- 
ysis of  the  impact  that  a 
weakened  capital  base,  low 
profitability  and  asset  qual- 
ity issues  will  have  on  the 
risk  profiles  for  these  life 
insurance  companies”. 

The  life  insurance  indus- 
try is  also  losing  money  in 
its  core  business,  as  felling 
Japanese  government  bond 
yields  have  left  them  unable 
to  invest  their  assets  to  meet 
their  liabilities. 

The  eight  industry  leaders 
estimate  that  they  will  lose 
more  than  Yl.OOobn  on  nega- 
tive yields  this  financial 
year. 

Moody's  also  lowered 
Taiyo  Mutual's  rating  from 
A3  to  Baa2.  while  Fnkokn 
Mutual's  rating  was  con- 
firmed at  A3. 


HK 

developer 

raises 

HK$2.32bn 

By  Louise  Lucas 
in  Hong  Kong 


Mexican  group  ^ 
in  Philippines 
cement  deal 


New  World  Development, 
one  of  Hong  Kong's  biggest 
property  developers,  yester- 
day raised  a net  HK$2.32bn 
CUS$299m)  through  a share 
placement  to  its  largest 
shareholder,  Chow  Tai  Fook 
Enterprises. 

The  company,  which 
denied  speculation  it  was 
seeking  to  tap  the  markets 
in  November,  placed  U7m 
new  shares  at  HK$20.05 
each. 

This  represents  a discount 
of  43  per  cent  to  the  closing 
price  of  HKS20.95  before 
trading  in  the  shares 
was  suspended  mid- 
session. 

In  the  abbreviated  day’s 
trading,  the  stock  gained 
HK30-20. 

New  World  Development, 
which  is  planning  to  spin  off 
Its  services  activities  in  a 
separate  listing  later  this 
year,  said  funds  raised 
would  be  used  for  property 
development  projects. 
Including  the  payment  of 
land  premiums  to  the  gov- 
ernment. 


By  Tony  Tassall  In  Manila  and 
Henry  Tricks  In  Mexico  CW 

Cemex,  the  highly  rat®d 
Mexican  cement  manufac- 
turer, took  its  second  step 
info  the  Philippines  yester- 
day with  the  acquisition  of  a 
leading  local  producer  for 
$400m. 

The  move  is  the  latest  in 
the  region  by  multinationals, 
which  have  been  attracted  in 
the  past  18  months  by  low 
asset  prices  amid  the  Asian 
economic  crisis  despite  over- 
capacity. It  puts  the  Philip- 
pines to  the  forefront  of  a 
regional  shift  of  local  cement 
capacity.  I 

One  of  the  principal  preda- 
tors in  Asia  has  been  Cemex, 
whose  purchase  of  Apo 
Cements  from  the  Philippine 
conglomerate  J.G.  Summit 
Holdings  follows  the  1997 
purchase  of  a 30  per  cent 
stake  ofRizal  Cement  It  has 
also  branched  into  Indon- 
esia, with  plans  to  acquire 
25  per  cent  of  Semen  Gresik- 

Hector  Medina.  Cemex 
chief  financial  officer,  said 
there  were  “significant  syn- 
ergies" between  Rizal  and 
Apo,  which  made  investment 
in  the  Philippines  more 
attractive. 

The  company  planned  to 
finance  the  acquisition 
partly  from  the  proceeds  of 
the  sale  of  $280m  of  assets  in 
Spain,  and  partly  from  cash 
flow  and  international  debt 
operations. 

Analysts  said  the  Cemex 
transaction  meant  more 
than  so  per  cent  of  Philip- 
pine’s cement  industry 
capacity  was  controlled  by 
three  multinational  compa- 
nies - Cemex,  Holder  bank 
and  Blue  Circle. 

Apo,  located  in  the  Philip- 
pine island  of  Cebu,  is  the 
country's  largest  cement 
plant  with  a market  share  of 


about  12  per  cent.  U las  a ;• 
j production  capacity  of  2m. 
tonnes  of  clinker  a year  with 
a further  BOO, 000  tonnes  of 
capacity  expected  to  be  com- 
missioned within  six 
months. 

Under  the  deal,  Cemex  will 
take  on  about  $l00m  of  defat 
owed  by  Apa  Cement 

Colbert  Nocom,  head  of 
research  at  ING  Barings., 
adviser  to  J.G.  Summit  Iff 
the  sale,  said  Apo  Cement . 
fetched  one  of  the  highest 
prices  per  tonne  of  cement  ; 
capacity  in  Asia. 

He  said  this  was  due  to  the 
newness  of  the  plant,  which 
only  started  commercial 
operations  in  1997,  its  high 
profitability  with  a low  cost 
of  production  of  about  *19  a 
tonne  and  access  to  lime>' 
stone  reserves. 

The  deal,  however,  comes-  - 
at  a time  when  the  Philip- 
pine cement  industry  has 
been  grappling  with  overca- 
pacity and  felling  prices. 

Arthur  Pineda,  head  of  : 
research  at  Abacus  Securi- 
ties, estimates  the  current 
overcapacity  is  about  30  per 
cent  and  prices  have  fallen 
fay  about  27  pear  cent  over  the 
past  year. 

Paul  Mackenzie,  regional  > 
cement  analyst  with  Credit  ] 
Lyonnais  Securities,  said  <j 
there  were  several  reasons  « 
for  the  multinationals’  inter-  j 
est  in  Asia.  They  saw  Asia 
as  offering  better  long-term  ' 
prospects  than  their  home 
markets  and  a diversifica- 
tion of  risk  in  production. 

He  also  said  multination- 
als  saw  the  possibility  of : 
using  Asia  as  a base  for  ' 
exports  to  the  US  and"-' 
Europe.  "Under  the  current 
economics,  it  makes  sense  to 
export  from  Asia  to  the  US 
even  after  taking  into 
account  the  costs  of  trans-  - 
port  and  freight,”  he  noted. 


Acer  share  issue 
postponed  again  ^ 


By  Mure  Dickie  In  Taipei- 

Acer,  one  of  the  world's 
biggest  personal  computer 
makers,  on  Monday  post- 
poned a big  international 
share  issue,  blaming  market 
turbulence  and  currency 
instability. 

Philip  Peng,  senior 
vice-president  of  finance  at 
Acer,  said  the  issue  of  up  to 
200m  shares  in  global  deposi- 
tory receipts  could  go  ahead 
in  May  at  the  earliest. 

Acer  originally  planned  to 
make  the  issue  last  year  but 
won  approval  to  postpone  it 
until  this  month  in  the  hope 
that  market  conditions 
would  improve. 

The  Taiwanese  computer 
and  semiconductor  giant 
said  in  December  It  expected 
the  issue  to  go  ahead  this 
month,  as  the  market  had 
stabilised  and  investor  confi- 
dence was  returning. 

But  Taiwan's  stock 
index  began  1999  with  a 4 
per  cent  plunge  on  the  first 
day  of  trade,  and  fears  for 
the  island's  economic  health 
have  grown.  » 

Mr  Peng  said  market  wor- 
ries and  uncertainty  over 
exchange  rates,  a key  issue 
for  the  export-dependent 
company,  had  prompted 
Acer’s  board  to  think  agwhi 

He  said:  "Two  hundred 
million  shares  is  now  equal 


to  more  than  S200m.  As  the  J 
market  situation  is  not  so 
good,  it  would  be  difficult  to 
make  the  issue  success- 
fully." 

Acer,  which  late  last  year' 
slashed  its  profit  forecast  for. 
1998  by  nearly  a third  to 
TS2.5bn  (S78m).  planned  to 
re-apply  to  issue  the  GDRs 
but  was  required  to  wait  at 
least  three  months  before 
doing  so.  Mr  Peng  said. 

Gary  Hsieh,  vice-president 
of  research  at  MasterLink 
Securities  in  Taipei,  said  the 
postponement  would  raise 
questions  in  the  minds  of 
Taiwanese  investors  about' 
Acer's  financial  situation, 
but  that  the  delay  could  also 
work  to  the  company’s 
advantage. 

Acer's  revenues  had  risen 
quite  rapidly  in  recent 
months  as  its  PC  shipments 
soared  while  the  company 
had  largely  stemmed  the 
flow  of  losses  from  Acer 
Semiconductor  Manufactur- 
ing, its  troubled  chip  unit, 

Mr  Hsieh  said.  There  were 
also  signs  of  a passible 
pick-up  in  D-Ram  chip  prices 
and  the  postponement  of  the 
GDR  issue  could  allow  Acer 
to  push  for  a better  price  for 
its  shares.  "They  may  get  a 
better  deal,"  he  said. 

Mr  Peng  said  Acer  Semi- 
conductor was  expected  to 
break  even  in  1999. 


Samsung  sells  65% 
of  AST  at  a loss 


By  John  Barton  In  Seoul 

Samsung  Electronics  of 
South  Korea  said  yesterday 
It  was  selling  65  per  cent  of 
AST.  its  unprofitable  US  per- 
sonal computer  subsidimy. 
to  a group  of  US  investors  at 
a considerable  loss. 

The  deal,  with  investors 
^ ^ 186117  Akseto.  former' 
chief  executive  0f  Packard 
Bell,  will  end  an  ill-fated 
sport  by  Samsung  to  estab- 
lish a presence  in  the  US 
computer  retail  market 
Samsung  wfl]  sell  its  state 
In  AST  for  Sizsm,  although 
£ invested  ne*rly  *600m  in 
the  company. 

Samsung  said  the  move 
w™s  of  restructuring 
efforts  to.  reduce  debts  and 
concentrate  on  profitable 
core  businesses,  including 
the  production  of  memory 
chips  and  telecommunica- 
tions equipment. 

The  US  investor  group  will 
incorporate  the  computer- 
maker  as  a new  entity,  AST 
Computer,  and  take  over 
management  from  Samsung 
which  will  retain  a 35 


cent  stake  in  the  joint  ven- 
ture. Samsung  said  ft  hoped 
to  recover  capital  gains  on 
the  listing  erf  the  company. 

Samsung  acquired  a con- 
trolling stake  in  AST  in  1994 
for  $337 in  in  an  attempt  to 
develop  a US  distribution 
network  for  its  personal 
computers  and  secure  a new 
buyer  for  its  memory  chips. 

But  the  purchase  of  the 
once  leading  US  brand  coin- 
cided witb  Its  shrinking  mar- 
ket share.  This  was  caused 
by  delays  in  the  develop- 
ment of  new  models  after  its 
takeover  or  another  US 
computer-maker,  Tandy. 

AST  has  suffered  large 
“®ses  in  the  past  few  years, 
forcing  Samsung  to  invest 
another  $i70m  in  1997  to 
acquire  the  remaining  54  par 
cent  stake  in  AST  and  SSOm 
mat  year  to  improve  Its 
financial  structure.  Samsung 
also  cut  75  per  cent  of  AST's 
workforce  of  4,000. 

The  US  investors  hope  to 
revive  AST’s  fortunes  as  0 
computer-maker,  since  its 
brand  name  still  has  strong 
market  recognition. 
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Technology  companies  woridwide,  ranginjg  from  the  most  exciting  sfart-upb  to  established  global  ‘ 
leaders,  choose  the  Credit  Suisse  First  Boston  Technology  Group  to  deliver  sound  financing  and 
advisory  solutions  in  today’s  turbulent  financial  markets.  . ' • . 

CREDIT 

SUISSE 

FIRST 

BOSTON 

. ; ■ ■ ■ ' ‘ •' 

Technology  Group 

m 


* 


if 

I 


1 

c 

tl 

I 

G 

a 

tl 

a 

h 

□ 

It 

ft 

e 

o 

0 

o- 

si 

n 

d 

a 

o' 

v 

a 


V 

b 

D 

O 

a> 

71 

e 

d- 

Cl 

tt 

si 


L 

t 

f 

;H 

' k 

• A 
o 
nr 

’ tc 
ft 

cr 
E 
U 
It 
1! 
o 
. B 
ft 
ft 

• ft 
a- 
u; 
a 

b 

IV 
h- 
ft 
vw 

0 
al 
B 

! s 
b 

d 

re 

IT 

. w 
tc 
' ft 

O) 

c* 

© 

tc 

t€ 

ir 

o< 

R 

c 

1 

c 

a 

ki 

J: 

IT 

CK 

w 

o* 

in 
■ d 
o 
vi 
a 

ft 

st 

IT 

V 
ft 
o: 

O' 

B 

o; 

FT 

c 

IT 

B 

d 

U[ 

w 

N 

si 

nr 

h. 

Cl 

tc 

ei 


20 


FEVANCIAL  times 


TUESDAY  JANUARY  12  1999 


COMPANIES  & FINANCE:  THE  AMERICAS 

EQUITIES  E*TRADE  RESULT  BUOYS  SECTOR  THOUGH  SCALE  OF  WIDESPREAD  GAINS  LEADS  TO  ALARM  AMONG  STRATEGISTS 


Internet  stocks  continue  surge  on  Wall  St 


By  John  Anthers  in  New  York 


Internet  stocks  continued 
their  unprecedented  rally  on 
Wall  Street  yesterday,  as 
E*Trade,  the  largest  special- 
ist internet  broker, 
announced  better  results  for 
the  fourth  quarter  than 
expected,  while  brokers 
upgraded  their  forecasts  for 
America  Online,  the  largest 
internet  service  provider. 

Equity  strategists  were 
alarmed,  however,  by  the 
scale  of  the  gains,  which 
they  said  relied  on  the 
momentum  behind  the  sec- 
tor, rather  than  on  their 
fundamentals. 

Richard  Cripps.  chief 


equity  strategist  at  Legg 
Mason  in  Baltimore,  said: 
“This  is  way  overdone.  It’s 
an  area  where  price  targets 
are  completely  out  of  the 
realm  of  the  day-to-day,  and 
that’s  become  acceptable 
because  the  stocks  are  ris- 
ing. It’s  a momentum  play." 

He  said  that  the  market 
was  discounting  growth  fore- 
casts for  10  years  into  the 
future. 

E*Trade  suffered  a loss  of 
SI3J9m  for  the  quarter,  hav- 
ing made  a profit  of  J5.l2m  a 
year  earlier. 

However,  its  loss  was  con- 
siderably less  than  expected, 
and  analysts  were  impressed 
by  its  growth  in  revenue,  up 


from  S54m  to  S88-07tn.  and 
by  its  growth  in  new 
accounts. 

The  company  had  676,000 
accounts  by  the  end  of  the 
quarter,  more  than  double 
the  figure  for  a year  earlier. 

As  a result.  Us  shares 
gained  15'  per  cent  in  early 
trading,  up  $9g  at  $775.  Its 
share  price  at  the  end  of  last 
month,  once  adjusted  for  a 
stock  split,  was  $46g. 

Bill  Burnham,  electronic 
commerce  analyst  at  Credit 
Suisse  First  Boston,  esti- 
mated that  each  account  was 
costing  E*Trade  between 
$300  and  $400  to  acquire, 
through  heavy  advertising. 

Mr  Burnham  estimated 


that  E*Trade  could  spend,  as 
much  as  $500  on  acquisition 
costs  and  still  break  even 
over  the  lifetime  of  each 
account. 

But  he  added  that  its  share 
price  bad  “entered  internet 
stock  realm".  He  said:  “It's 
not  trading  on  fundamentals 
any  more.  It  will  be  much 
more  sensitive  to  Internet 
catalysts  for  the  tiine  being-" 

AOL  shares  gained  &3  per 
cent,  up  $12 iV  at  $157,  follow- 
ing an  upgrade  from  Merrill 
Lynch,  which  raised. its  12- 
to  18-month  price  target  to 
$295  in  recognition  of  the 
company's  mature  business 
model. 

Its  previous  target  set  in 


October  last  year,  was  $75, 
after  adjusting  for  a 2-for-i 
stock  split 

Shares  in  Ama20n.com, 
the  largest  internet  retailer, 
gained  more  than  10  per  cent 
at  one  point  and  by  mid-ses- 
sion stood  at  $173%,  up  8 per 
cent  for  the  morning.  It' 
started  the  year  at  S107&, 
after  a stock  split  was  taken 
into  account,  and  has  logged 
gains  In  excess  of  10  per  cent 
for  all  bar  one  trading  day  so 
far  this  year. 

Broadcast.com.  which 
broadcasts  video  conferences 
over  the  web,  announced  a 
2-for-l  stock  split  yesterday, 
which  helped  push  its  share 
price  up  by  more  than  30  per 


Cent,  gaining  $60%  tO  $257%- 

Tbe  decision  by  Compaq, 
the  computer  manufacturer, 
to  buy  Shopping.com  for 
$220m  also  buoyed  the  sec- 
tor. The  deal  helps  the 
e-commerce  capabilities  of 
Compaq's  Altavista  search 
engine.  ■ ; 

The  news  acted  as  a cata- 
lyst for  rises  in  several  other 
large  internet  stocks,  even 
while  the  main  market  indi- 
ces were  down  for  the  day. 
By  midday,  the  largest  inter- 
net search  engines  had 
recorded  double-digit  gains, 
with  Exdte  up  13  per  cent, 
Yahoo!  up  12  per  cent.  Lycos 
up  9 per  cent  and  Infoseek 
up  21  per  emit. 


Twist  to  Goldman  IPO 


as  Corzine  steps  down 


By  Tracy  Corrigan,  in  New  York 


For  Goldman  Sachs,  the  long 
and  winding  road  to  a public 
offering  took  another  unex- 
pected twist  yesterday. 

Jon  Corzine,  the  man  most 
closely  associated  with  the 
abandonment  of  the  firm’s 
130-year  partnership,  is  to 
step  down  as  co-chief  execu- 
tive officer  in  favour  of  Hank 
Paulson,  who  has  shared  the 
role  with  Mr  Corzine  since 
June. 

The  firm  also  appointed 
two  chief  operating  officers, 
John  Thornton  and  John 
Tbain.  both  of  whom  were 
already  viewed  as  potential 
successors  to  the  throne,  and 
set  up  a new  management 
committee. 

But  it  is  unclear  whether 
the  new  structure  of  the  firm 
will  remain  in  place  until 
the  company  goes  public. 
Either  way,  more  changes 
are  afoot,  since  the  promo- 
tion of  Mr  Thornton  and  Mr 
Thain  bag  marked  them  as 
the  next  leaders  in  a transi- 
tion process  now  under  way. 

In  an  internal  memo,  Mr 
Corzine  and  Mr  Paulson  told 
staff:  "The  best  time  for 
transition  is  during  a period 


of  great  strength.  We  believe 
these  appointments  and  the 
evolution  of  the  governance 
of  the  firm  will  strengthen 
our  management  focus  and 
keep  the  firm  on  a solid 
foundation,  to  serve  our  cli- 
ents. develop  our  people  and 
execute  our  strategy." 

However,  the  timing  is 
precisely  what  has  surprised 
some  onlookers.  While  Mr 
Paulson  described  it  as  “a 
window  of  opportunity",  oth- 
ers saw  Goldman's  currant 

status  as  rather  tricky.  The 
firm  cancelled  its  planned 
initial  pubUc  offering  in  Sep- 
tember due  to  adverse  mar- 
ket conditions,  which  had 
slashed  the  potential  valua- 
tion of  its  stock. 

The  company’s  commit- 
ment to  pursuing  the  IPO 
has  not  wavered  publicly, 
but  the  postponement  has 
proved  unsettling  internally, 
according  to  people  at  the 
firm. 

The  changes  are  also 
likely  to  raise  further  ques- 
tions over  how  the  partner- 
ship’s culture  will  change 
once  it  becomes  a public 
company.  Goldman  has  tra- 
ditionally been  viewed  as  the 
cTOme  de  la  crfcme  of  Wall 


Street  firms,  able  to  hire  the 
best  partly  because  it  could 
offer  the  unique  kudos  of  a 
Goldman  Sachs  partnership. 

But  the  partnership  struc- 
ture has  become  unwieldy  as 
the  firm  has  expanded  - 
there  are  245  partners.  And 
the  capital  structure  has  also 
become  an  issue,  since  lim- 
ited partners  withdrew  capi- 
tal after  a bad  year  in  1991 

The  near-unanimous 
agreement  among  partners 
to  push  ahead  with  the  IPO 
last  summer  was  viewed  as  a 
triumph  for  Mr  Corzine,  but 
the  unexpected  timing  of  Mr 
Corzine’s  partial  withdrawal 
is  likely  to  fuel  worries  that 
the  split  between  those  who 
wanted  to  go  public  and 
those  who  were  reluctant  to 
abandon  the  partnership  has 
not  been  healed. 

Mr  Paulson  yesterday  said 
that  disagreements  over  the 
IPO  had  not  been  a factor  in 
the  move.  It  is  “absolutely 
not  true"  he  said.  “This  firm 
came  together  over  the  IPO." 

He  also  Insisted  there  had 
been  no  change  in  the  firm's 
strategy  of  being  the  world's 
premier  independent  Invest- 
ment bank  and  again  ruled 
out  a mega-merger  with 


Jon  Corzine:  stepping  down  in  favour  of  coBoague  Ashley  Ashvvood 


another  large  financial  insti- 
tution. 

Goldman's  new  15-strong 
management  committee  will 
meet  every  Monday  and  a 
new  partnership  committee 
will  oversee  personnel  devel- 
opments. It  is  also  charged 
with  preserving  the  culture 
of  the  firm  as  it  becomes  a 
public  company. 

Mr  Corzine  said  he 
thought  the  most  important 
task  at  band  was  “effectively 
leading  this  public  offering". 

Mr  Paulson  said:  “We  will 


move  forward  at  the  earliest 
possible  time  when  ifs 
appropriate." 

In  fact  despite  having  to 
cope  with  the  dual  pressures 
of  the  transition  towards 
public  status  and  what  were 
widely  considered  the  worst 
market  conditions  for  50 
years  last  autumn,  its  busi- 
ness and  performance  has 
held  up  welL  But  as  one 
senior  banker  said:  Td  love 
to  think  that  ifs  all  over  for 
Goldman.  But  theyTl  get  it 
together,  they  always  do.“ 


Smart-card  group  plans  move  to  US 


By  George  Graham, 
Banking  Editor 


Chip  Application  Tech- 
nologies, an  Australian 
developer  of  stored-value 
smart  cards,  is  planning  to 
move  its  business  to  the  US 
to  take  advantage  of  the 
much  wider  market  for 
smart  cards  in  north  Amer- 


ica. 

CAT,  which  floated  on  the 
Australian  stock  exchange 
16  months  ago,  is  proposing 
that  existing  shareholders 
should  swap  their  shares  for 


holdings  in  a new  US  subsid- 
iary, which  will  eventually 
apply  for  a US  listing. 

The  company,  which  was 
previously  known  as  Card 
Technologies  Australia,  is 
also  in  negotiation  with  sev- 
eral large  US  companies 
which  it  expects  to  invest  in 
the  business  and  license  its 
smart-card  software. 

CAT  said  it  was  likely  to 
generate  more  of  its  reve- 
nues over  the  next  10  years 
from  north  America  than 
from  any  other  world  mar- 
ket. It  also  argued  that  the 


entire  smart-card  business 
was  “rapidly  being  Ameri- 
canised. with  most  of  the 
leading  international  stan- 
dard setting  companies 
being  based  in  America". 

David  Mac  Smith,  chief 
executive,  said:  “The  com- 
pany has  the  opportunity  to 
be  a very  significant  player 
in  the  international  multi-ap- 
plication smart-card  busi- 
ness, and  if  it  is  to  succeed, 
it  must  be  where  the  action 
is  and  where  government, 
the  investment  community 
and  businesses  best  under- 


stand our  business."  Ironi- 
cally, a large  multi-bank 
experiment  with  stored- 
value  cards  in  New  York 
recently  ended  with  very  low 
acceptance,  whereas  CAT 
launched  one  of  the  first 
financial  successes  in  the 
field  with  the  Transcard  bus 
pass  in  western  Sydney. 

The  card  is  contactless. 
which  means  it  works  much 
faster  than  cards  which  have 
to  he  swiped  or  inserted  into 
a terminal. 

The  bus  pass,  which  car- 
ries a loyalty  bonus  pro- 


gramme, is  combined  with 
separate  programmes  for 
local  retailers. 

The  centre  of  the  CAT 
technology  is  the  ability  to 
run  multiple  applications  on 
the  same  card  - or  indeed  in 
a chip  inside  a wristwatch, 
since  the  company  has  part- 
nered Swatch  of  Switzerland 
in  electronic  ticketing 
schemes. 

This  system  is  reported  to 
have  been  selected  by  one  of 
the  five  largest  US  banks  for 
its  multi -application  loyalty 
card. 
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Revlon  to 


cut  up  to 
1,200  jobs 


By  Richard  Tomkins 


Revlon,  the  New  York-based 
cosmetics  group,  yesterday 
said  it  would  cut  up  to  1,200 
jobs  from  its  wbrldwide 
workforce  of  14,000  in 
response  to  weak  demand  for 
its  products  and  flagging 
profits. 

It  said  the  job  cuts  and 
other  restructuring  efforts 
would  result  in  charges  of 
up  to  $80m,  of  which  $40m 
would  fall  in  the  quarter 
just  ended  and  the  rest  this 
year.  , 

The  moves  were  expected 
to  produce  cost  savings  of 
$15m-$20m  this  year,  it  said, 
rising  to  $30m44Qm  in  the 
longer  term. 

It  added  that  it  was  “com- 
fortable" with  analysts’ 
earnings  estimates  of  $1.55 
per  share  this  year  before 
restructuring  charges. 

Revlon’s  * problems 
emerged  last  October  when 
the  US  maker  of  ColorStay 
lipstick  and  Age  Defying 
make-up  warned  that  under- 
lying third-quarter  profits 
had  collapsed  because  of 
poor  sales. 

It  blamed  a number  of  fo(> 
tors,  including  Weak  demand 
in  international  markets  and 
cuts  in  purchasing  by  big  US 
drug  store  chains,  which  had 
been  cutting  inventories  fol- 
lowing a wave  of  mergers. 

At  the  time,  it  announced 
plans  to  dose  'three  interna- 
tional plants,  but  declined  to 
name  them  or  say  how  many 
jobs  would  go. 

Yesterday  it  said  it  was 
taking  further  actions  to 
restructure  the  company 
which  would  result  in  job 
cuts  in  the  US  and  overseas 
across  all  parts  of  the  busi- 
ness. 


Campbell  Soup 
shares  fall  12% 


.# 


after  warning 


By  fflchanl  Tomkins 
in  New  York 


Shares  in  Campbell  Soup 
tumbled  12  per  cent  to  $45w 
in  early  afternoon  trading 
yesterday  after  the  company 
warned  that  profits  had  been 

badly  hit  by  fower-than -ex- 
pected soup  sales. 

Campbell  has  recently 
hften  trying  to  increase  soup 
sales  by  investing  heavily  m 

advertising,  marketing, 
packaging  and  new  producte. 
But  yesterday  it  appeared 
that  its  efforts  had  backfired. 

Demand  for  its  traditional 
condensed  soups  had  slowed 
in  the  quarter  ending  this 
month,  it  said.  As  a result. 
^Af-pings  per  share  for  the 
year  to  July  were  likely  to  be 
reduced  by  18  cents  to  23 
cents,  leaving  them  about  10 
per  cent  below  analysts 
expectations  of  $2.13. 

Campbell  blamed  the  poor 
demand  for  condensed  soups 
on  the  unusually  warm 
weather  in  much  of  the  US 
in  November  and  December, 
Hirmgfr  analysts  said  it  could 
signify  deeper-seated  difficul- 
ties. 

Under  David  Johnson,  for- 
mer chief  executive,  the 


n*. 
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company  lifted  earnings 
impressively  bV  cutting 
costs,  selling  underperform, 
ing  businesses  and  raising 
prices.  Dale  Morrison,  bin 
successor,  has  tried  to  butfa 
on  this  by  increasing  vol- 
umes, but  the  soup  market  is 
mature  and  growth  elusive, - 

Erika  Gritraan  Long,  ana- 
lyst at  J.P.  Morgan,  said: 
“They  had  strong  pro* 
grammes  this  fiscal  year  hi 
terms  of  merchandising, 
marketing,  packaging  anf 
new  products,  and  they 
still  not  getting  the  kind 
growth  they  would  like." 

John  McMillin.  at  Prudeax- 
tial  Securities,  drew  a paral- 
lel with  Gerber  Products,  a 
baby-food  company  that  Mr 
Johnson  streamlined  but 
that  was  also  unable  to 
deliver  significant  volume 
growth  after  he  left.  The 
company  was  taken  over  by 
Sandoz  of  Switzerland. 

-Now  the  question  is 
whether  the  same  thing  will 
happen  twice  and  bring  a 
happy  ending  for  Campbell's 
shareholders  as  well,"  Mr 
McMillin  said. 

Campbell  is  45  per  cent 
owned  by  the  Dorrance  fam- 
ily- 


co***! 


ro« 
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FOREST  PRODUCTS 


Tembec  buys  Canadian 
pulp  group  in  C$70m  deal 


•J.  -VSLr_ 


Tembec.  the  Canadian  integrated  forest  products 
company,  yesterday  acquired  Creator  oak,  a British  Cofcan- 
bia  pulp  producer,  in  an  agreed  C$70m  (US$46.4m)  cash 
and  shares  deal.  Analysts  have  been  anticipating  further  ■ 
mergers  In  the  fragmented  Canadian  pulp  sector,  but 
depressed  pulp  prices  have  left  few  attractive  takeover  tar- 
gets and  little  cash  in  the  hands  of  potential  buyers. 

Yesterday’s  deal  contains  an  unusual  clause  which  enti- 
tles Crestbrook  shareholders  to  an  additional  one-off  pay- 
ment of  up  to  C$1.50  per  share  In  2000  if  the  average 
price  for  NBSK  pulp  exceeds  US$549  per  tonne.  The  cur- 
rent price  is  about  US$500  per  tonne. 

Crestbrook  shares  rose  75  cents  to  C$4.50  in  midday  | 
trading  yesterday,  while  Tembec  shares  fell  30  cents  to 
C$8.45.  Edward  Alden,  Toronto 
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RETAIL 


Wal-Mart  appointment 


Wal-Mart  Stores,  the  world’s  biggest  retailer,  has  pro- 
moted H.  Lee  Scott  to  vice  chairman  and  chief  operating 
officer,  apparently  putting  him  fine  to  become  the  compa- 
ny's chief  executive  when  David  Glass,  63,  retires. 


Mr  Scott,  49,  had  been  president  and  chief  executive  of 
the  group’s  discount  stores.  Richard  Tomkins,  New  York 
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ANNOUNCEMENT 
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BUSINESSES  FOR  SALE 


kkfak- 


Thomson  Shepherd  Carpets 
Limited  In  Administrative 
Receivership 

The  Joint  Administrative  Receivers  offer  for  sale  the 
busrress  and  assets  of  Thomson  Stephens  Capets  Lid, 

carpet  manufacturers. 

Principle  features  include: 

■ Sue  chip  customer  base 

■ Extensive  product  range 

■ Leasehold  premises  based  in  Bolton,  Lancashire 

■ High  quality  carpet  tufting  machinery 

■ Skilled  and  flexible  workforce 

■ Currently  manufacturing  Sanderson  ‘brand1  product 

■ Turnover  of  approximately  £4  mffion 

For  further  information  contact  The  Joint 
Administrative  Receiver,  Mike  Seery  at  KPMG, 

St  James’ Square,  Manchester  M2  6D& 

Telephone  0161  838  4000.or  Fax  0161  838  4089. 

KPMG  Corporate  Recovery 

KPMG  Corporate  Recovery  is  a cfivtsion  of  KPMG  which  is 

authorised  by  the  Institute  of  Chartered  Accountants  in  England 
and  Wales  to  carry  on  Investment  Business. 


CANADIAN  COMPANY  FOR  SALE 


• Credit  Card/Loyalty  Marketing 

• Annual  Revenue  - $50  million 

• 15-year  track  record 

• Annual  growth  rate  - 50  percent 

• 24-Month  forecast  - $100  million 

• Private  company  - 80  Employees 

Our  goat  - A gtobai  partner  to  facilitate  growth. 
Serious  inquiries  onty 

Reply  to:  Financial  Times  Bax  B 6243 
No.  1 Southwark  Bridge.  London,  England.  SE1  9HL 


Lord’s  Cricket  Ground 

Hospitality  facilities 

■ Available  on  one  and  two  year  licences 

■ Covering  the  period  of  die  1999  World  Cup 

■ A total  of  only  14  facilities  available 

To  let  by  tender 

Full  decals  available  from: 

Humberts  Leisure 

12  BOLTON  STREET  MAYFAIR  LONDON  WlY  7PA 
TEL:  0171  629  6700  FAX:  0X71  409  0475 
e-tamil:  iofo^hu  mbeni-lcUare.com 


LISTED  SHELL  COMPANY 

£3. 25m  Cash  Available 

Seeks  Private  Company  with  profits 
of  circa  £Im+  fox  Reverse  Takeover 
Full  Board  control  available. 

Wklte  to:  Bax  85096,  Financial  Times. 

One  Southwark  Bridge.  London  SEX  9HL 


MAN  ON  A MISSION  ■ SEEKS  ACCOMPLICE 

IMAGING,  ORIGINATION  / PRE-PRESS 

■ jwvwy  j.-sac-iS  5 c :■  '$:%  ••  o -r,t.'  .i  r.- 
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■ Tir.m-  £'•:  5 • 

~?0  2c » RS230.  r ::  ~ irvt.  On-;  t.nal.  A u,  Bn.HiC.  I rnjon  BE  I Mill 


FOOTBALL  OPPORTUNITY 


Wad  known  Premier  status  senti-protastionci  toolbc*  ctt> 
looking  tor  <xi  Investor/Portnar. 

Ctub  ofloni  superb  tecfiflec  <x>d  would  highly  aufi  o eompeny  or 
IncBvfdual  looking  to  find  cn  tavestmenf  opportunity  in  fhc 
tootboi  md  tobure  Industry. 
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Critical  care  business  located  within  UK 

The  Jofnf  Administrative  Receiver  offer  for  safe  the  business  and  assets  of  a respected 
and  highly  innovative  msdcal  Instalments  manufacturer  arid  distributor  with  strong 
market  presence  both  domestteafly  and  internationally. 

Key  strengths  In  neonatal  and  adult  ITU  and  operating  thestre. 

Principte  features  include: 

■ UK  manufacturing  operation  providing  patient  monitoring  equipment 

■ Turnover  In  1997/8  In  excess  of  £14  mffion 

■ Product  range  includes: 

• TraKmon,  combined  modular  and  pre-configured  monitomg  systems 

• Pulse  oximetry,  Masimo 

• Transcutaneous  blood  gas  (Microgas)  and  pre-configured  monitoring  (Ms-whort) 

• Sos/Kolormon  modular  patient  monitoring  systems 

• Revolutionary  integrated  dinical  Information  systems,  Karisma 

■ Distribution  for  the  unique  Venturi  patient  ventilator  for  fTU 

■ Established  distribution  networks  in  UK  and  overseas 

■ Substantial  stocks 

■ Large  instated  base  * 

For  further  information  please  contact:  Stephen  James  or  Paul  Jeffery  at 
KPMG,  Aquis  Court,  31  Ftshpool  Street,  St  Afoans  AL3  4RF. 

Telephone  01727  733014  or  Fax  01727  733005. 

KPMG  Corporate  Recovery 

KPMG  Corporate  Recovery  is  a division  of  KPMG  which  Is  authorised  by  the  Institute  of  Chartered 
Accountants  bn  England  and  Wales  to  carry  on  investment  Business. 
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i ports*  a sa^ra  ‘nates’ 
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* Aaaoto  £300400 T®  £U5JH» 
->  Ows  totel  63X 


Dm  SMdtanA  Brtfee,  Undo*  SE1  AM. 


BUSINESS  OPPORTUNITIES 


Humberts  Leisure 


Exhibition  Management  and  Design 

PricewaierhouseCoopers  Corporate  Finance  & Investment  Banking  Services 
has  been  retained  to  seek  buyers  for  a well  established  exhibition  management 
and  design  business 

Principal  features  of  the  business  include: 

• Highly  cash  generative  with  proven  track  record 
• First  dass  market  reputation 
• Seamless  service  for  exhibitors  and  organisers 
• International  capabilities  in  a global  market  * 

• Blue  chip  customer  base 
• Excellent  growth  opportunities 

For  further  information,  please  contact  Mark  Speller  or  Chris  Tilbrook  of 
PricewaterhouseCoopers  Corporate  Finance  & Investment  Banking  Services, 
Plumtree  Court  London,  EC4A  4HT.TeJ:  0171  213  1 044  Fax:  0171  213  1330 
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Spanish  S.L.  Company 
For  Sate 

owning  three.  2 bed  bony  apartments. 
Puerto  Barais  area. 

Renta  Income  Sept  98  £32.000. 
pte  wo  tier  budding  pkH  m Hxrenu&a 
wtft  pmtstornl  (framnpsftbns  ra 
cuttSiMct  im  tSjje  viSos. 

Total  cast  £320.001 0JL0. 


Td.No:  0t622  682679 
fax  No*  0162?  622  635 


West  Midlands 
nursing  and  home  care 
contracting  and  rccmiancci 
agency 

FOR  SALE 

Expected  T/O  £i. 5m 
PBIT£250K 


Write  U>  Bov  BtO  17.  Fnuocul  Timr-. 
One  Soodmark  Bridge. 
London  SEI  4HL 


BUSINESS 
SALE  REPORT 

’ The  No.  1 feting  of  metSum  u>  large^ 

' companies  for  Sde  in  the  UK  and  Europe) 
fT/o  £lm+l.  Pks  acqumnons.  large 
deals  and  al  UK  receneavs.  Oxer  200 
newconpary  tot  safe  ertries  e^erymcmUv 
For  subscription  delate: 
0181-875  0200 
or 

wmuytxLKt/bs 


H&dy  profitable 


ttitwDtad-BTSteaeerance, 
Son  Recycfirig  (vis  waste  • 
transfer  station)  and  LandfB 

□ Owners  Raring  . 

□ Own  Quany ' ... 

Q Waste  Management  Licences 


Cont.’ct  Er;c  Jones  AiiOCi.’.tcs 
•013S4i  45S132 


BUSINESS 

OPPORTUNITIES 

READStS  ARE  RBCOHUENOB)  TO 
SSK  APPROPRKIE  PfiOfESSJOftAL 
ADVICE  BEFORE  BTTBtMG  MTO 

coi—miBns 

V FUNDS  ^ 
AVAILABLE 

OT'  • 

. business  expansion, 
up  to  Si  mIBon. 
Startups  considered. 

"y.  Please  call  - 
k - 01403  270082  A 


V MmCMT  SALE  ' 
ENfiRAVIHG  ETCHING  AND 
SIGH  MANUFACTURING 
.BUSINESS 

Loaf  esaUisbed  in  the  South 
with  the  bene  fa  o ( a retail  canto. 
Modern  equipment  and  ildUeC  staTT. 
Tomtnrr  owtr  QSOK 
*UM  oreOm  prvfiB- 

■o,  BE22&.  Rnodal  Ttan 
taMtntlridgi 
\ iMtoSIH  / 


COSMEZ1CS  'IOIL'E&KJES  COMPS&&' 

For  outright  sale  or  possSile  merger 


+ TA>  £15  million. 

'Major  High  Sheet  as  customer  base  with  txarafed  anti  On  Label  profednnges.  | 
4 Valuable  wokhridB  export  sales.  + No  borrowings  and  minima!  overheads. 

- POSfflVE  CASHFLOW jndemtmous potential. 


Senas  enquiries:  The  Ctaanan 

Bor  86234  Rnarciat  Tines.  Ore  SnulaeiK  Bridge.  Undue  SEI  9HL 


BUSINESS 

SERVICES 


INVESTMENT  OPPORTUNITY 

Retirement  forces  so/®  of 
Kant  A/C  un&  mcnrfcicturer 
SWppit  CAD/CAM  punching 
3M  B.  presses  ft  gitiBotine 
Powder  coding  8 oven 
Tax  losses  ovoffobfe 

Box  B6241 . Fhandoi  Timas, 

One  SouteMak  Bridge. 
UmaonSI  9HL 


BUSINESS  DEVELOTMENT 
Wc  wffl  hdp  joa  ovate  new 
badness  opportunities  bjr 
ptodidea  highly  fietawl  aitlde» 
fealHiingyoar  product  or  gervtce 
far  pabfiatioB  hi  I patting  trade 
and  technical  joarnakwaridwlde. 


Contort:  John  Barko1  MA 
PLC  Commaatcattona 
0142553021 
{total  -*44  1625  06221) 
Fan  01Q553510X 


TURNED  PARTS  BUSINESS 


■ Non  AunnMtua. 

■ Cunertl  TO  1 2M  projecting 

1E©9  770  1-BU. 

■ CNC  & CanveRbonal  UacNneo. 

■ Qiicfc  dcpooai  reqtdred. 

■ West  MUands. 

■ WOtdd  roHocBla  eosiy. 

■ ManageRM  Team  & ISO  9002 

ReoWarttt. 

Bepfiss  ta  Box  B023Z,  Rsutial  than, 

Dae  OaidtomU  midge,  leaden  SEI  BW. 
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YCF 

YORKSHIRE 
CORPORATE  FINANCE 

Weti  financed  eloctrorite 
security  business  (ElOm 
turnover)  seeks  merger 
with  or  acquisition  of 
strongly  managed 
operation  m same  sector. 
Puget  company  shoukf 
have  turnover  in  £Sm  to 
£10m  range. 

Reofiesto  Box  B6223, 
FinancraJ  Tunes, 

One  Southwark  Brieve. 
London  SEI  9HLT 
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CONTRACTS  & TENDERS 

NOTICE 

The  Hungarian  Development  Bank  Ltd 
(registered  office:  31-  Nador  u.  H-1051  Budapest.  Hungary) 

hereby  notifies  those  concerned  that  the 

tender  submission  deadline  of  IS  January,  1999 

stipulated  in  the  Invitation  to  Tender  for  the  lodging  of  bids  for  95.25%  of  the 
shares  of 

Konzumbank  Ltd 

has  been  modified  by  it  pursuant  to  its  right  set  forth  in  Section  4.  of  Chapter 
VII.  of  the  Invitation  to  Tender. 

The  new  submission  deadline  is 
15  February,  1999, 

The  other  provisions  of  the  Invitation  to  Tender  remain  unchanged. 

The  Invitation  to  Tender  may  be  obtained  at  the  reception  desk  of  the 
Hungarian  Development  Bank  Ltd  (“MFB  RO-  The  Information  j s 
MenTorandum  may  be  purchased  upon  preyminary  notice  by  potential  bidders 
henveen  4 and  29  January.  1999.  Further  information  concerning  the  Invitation 
lo  Terser  may  be  obta^d  from  Dt  Rudolf  Petendf,  Director  (36-M28-1576). 
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INVITATION  FOR  EXPRESSIONS  OF  INTEREST 
IN  THE  FORM  OF  NON-BINDING  OFFERS 
FOR  THE  PURCHASE  OF  51%  OF  THE  SHARES  OF 
IONIAN  & POPULAR  BANK  OF  GREECE  SJL 

W3m  h trarewxV  d Joint  Mkiderial  Oeoson  no  3450/1 .12.1998  c>  the  UMstos  al  fetkrol  Emnanjt  finance  and  DeveJoptrart  ol  (he 
Repubfc  of  Sraeee,  Cooweroai  Bank  of  &G0K  SA  0he  Compaq]  Its  aklurised  Morgan  Guaraty  Bust  Company  of  Afew  Vtrt  «P 
Morg^mfecapfeiya5actuswli>0KfeartvisoriDtteCa(np^mainrwtionwimtasamma&l%|wtcp^on5Ri»oltheConoany 
In  fie  store  caoitatot  tariat &Poptfe  Bar*  ol  Greece  S A (krn^.banvuaNCanvai^iite<>mb«fif«alnve^ink}nm. 

MuftPapafarBrekafftMC* 

lo/Un  ta  a tuU  sera®  commocial  bank  kxsfed  in  Greece:  Ihe  knrtt  larpes  tutl  semz  bar*  in  on  Greek  cwiotbeb)  tramfino  manat  ta 
KSal  assots.  Be  fi«i  tamed  by  ratal  capfelsalion  kntei,  eftw  *Taafy  or  trough  its  specialGed  aiisKtariEs  lloniar  Miuai  Fun*, 
lorfen  Imestraerts.  Ionian  Leasing,  Ionian  Securities  anil  kmton  Finance},  operates  in  most  areas  of  Ihe  financial  semces  ssetor  As  among 
cnnrotM  bants  al  year  and  1997  Ionian  tod  a store  ol  the  Greek  loan  marts,  82%  d tt»  deposb  narks  and  had  issued 
approarrtady  ol  total  VISA  canto  In  the  Greek  rrartol 

fed  Jure  30,  fSWhkiian&dterflwtaneli^  222  tranches  i/i&eece.27BA7Us,  15  "STOfl  8^' and  branches 

Ionian  abo  opaates  in  sane  limited  non-torttinB  areas  Brargh  te  subskfiaries  town  Hotal  Enttrprisa  ail  krtanEriudm 


MFB  RL.  Board  of  Directors 


The  sSe  tvB  be  aftedtd  tmnah  an  Ireenabonal  hw  phase  compel**  bid  ptoeess  and  decoding  to  prescribed  pnadns  and 
tbneaHo.  In  Phase  I,  trterested  praties  are  nvited  to  apply  to  J P.  Morgan  tor  an  Intormadon  Monorarebm  wtti  detailed  mtoraatkm. 
which  is  and  shall  be  beaed  as  cot«dential,  and  lor  this  reason  the  redplenti  stall  be  asked  to  sign  a Confidentiality  Agreement. 

The  Company  Sail  deliver  tto  cw*faiaJ  Wramallon  Memorandwi  to  applterts  afro  sfesfy  any  of  the  ton  wrap  oitera. 

(a)  SieyhiM  a oirendy  valid  bariirigldxiise  in  Greece  or  in  another  fifopeanlMofl  msiTteFstatoorlnatiidccuitrywittiemBvakni 
sopervisoiy  requtnsnsnls  to  flwee  d toe  Euopean  lirton  tor  the  IwM  operation  ol  banking  tostitutiorB.  or 
(W  f^t»daaJrTBrta«otatlE2fjminaSrsmca  IraiiSufon  hcdcflng  a baradngi  Ucense  satisJying  ertterioo  ta)  afccwe.  Q* 

(c)  ftey  am  to  prwe.  ta  Be  satiSbokiq  of  the  Company,  through  bank  reterenees  trom  tsrts  sattying  crorion  (a)  above,  or  by 
any  otter  means  aceep&bte  to  Bie  Corpany:  ate  consufebon  with  tw  firencid  advteoc  Bat  toe  appbeam  « in  a position  to  taatuBy 
pay  to  i£  Is  punJtase  price  to  ihe  51%  ol  9m  stares  rt  Ionian. 

A contents  tatonnabin  Mmorandia  will  be  swhM  to  appkests  who  satWy  tf*  atow  criteria,  together  *flh  drtaito  ot  (ha  irocedure 
and  lnnaatte  to  be  tottwed  in  Phase  L 

The  reetpeents  o)  the  Womsfian  Manwrandum  should  note  ltd  ta  Wsse  I BmetaUecafe  lor  indlcati*nof»-t>uUrB  otes  ® be  siwnittd 
by  md  aitfoi  fat  I?  5D0  pJn.  London  time  on  Fsbnwy  ti,  1989  lo  the  tenoning  artnss. 

COMMBfflAL  B»K  OF  GREECE  S A 

Oti  MORGAN  GUARAW7Y  TRUST  COMRWT  Of  NEW  YOWf 

PO.  Box  161, 

60  Victoria  Embantorwa 
Undon  EC4YDJP.1JK. 

Atenhon-  Mi  Terence  Ecdes.  Managmo  Director 
' fac  0044171 3258351 

Such  Ucath^aotbUh),  otinartieMhcfedt: 

Bk  vokia  in  Greek  Diaftnas.  Id  toe  Interested  purchase!  is  prepared  to  pay  tor  lie  51%  state  in  lotm,  as  desnted  in  tie 
Entonoation  Memorerdun. 

lie  principal  matins  on  wtwh  the  bid  proposal  is  taseti 

any  addtoonal  sigrlkant  bfermation  and  the  quesdon  that  would  naed  to  t*  answered  in  Oder  10  enable  toe  mnsfcxl  parchasa 
to  complete  the  preparation  to  matea  defirittw  binding  proposal, 

despipBon  ot  the  sauces  are!  ot  tie  nme  ol  aMiiaOily  ol  On  relevat  knte  to  flnance  tie  poymeit  ol  Dm  puthase  mice. 

any  material  condiions  to  wftieft  a MnSve  proposal  tntdd  be  subject  induaing  any  appro**  requrad  to  seare  financing  *«dl 
s to/  nsaesay  bead  or  regjfeoy  athmlies  anwfeh  topeScr  wfe  an  KricaBon  ot  Ihe  tinraMe  lor  obanmg  sudi  approvals, 
the  cured  ptans  wlh  rasped  to  tie  futare  dewtopmot  ol  Ionian. 

(vi)  the  names  ol  extend  advaare  engaged,  or  automated  to  be  engaged,  on  behalf  of  In  interested  ptnhaw,  regardng  tie  sale 
fiarcadioa  and 

(nil  caftiTBlion  tw  9®  irteresfcd  purehasa  is  acting  tor  fe  on  accoum  and  nolffi  a bmte  nr  agenld  dud  parlies. 

Pilot  to  Phase  B.  si  mvifidon  will  be  ptotohetf  (w  t*  sUxntelon  ot  final  bmtfng  dferc  accompanied  by  tank  «tts  of  gorafee, 
■BfesMr  by  the  parties  who  participated  in  Phase  I aid  submitted  non  bhftig  ofleis.  wltfrin  D»  saps  d me  applicable  sale  procaine 
This  tatefloo  wis  note  avafefak  Bn  taMtaHo  for  and  debts  patterning  to  t*  completion  ol  Bn  sale  and  the  procertn  tor  atennovg 
KMfMs 

Plose  nde  hat  pfitte  uto  « fW  partidfalB  In  Phase  I mil  ms  tie  aGtfrte  to  parfakate  to  Phase  II. 

A|pBf  atinw  far  the  Hagaefea  ttewM  bn  —to  te 
MX6M  aiARANTY  TRUST  COMPANY  OF  HEWYtSK 
POta  161. 60  Victoria  Embantanrt 
Imho  B4Y  OR  UK  Itei  Ml  Taren*  Ecttes,  Wnaplng  teato 
tt  0044171 325  4169.  Pk  D044171 225  B261 
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For  Sale 

■ Highly  profitable 

■ High  level  of  value  added  processing 

■ 150,000  sq  ft  on  freehold  nine  acre  site  - scope  for 
significant  expansion 

■ Addition^  20,000  sq  ft  of  processing  facilities 
commencing  01.03.99 

■ 15,000  tonnes  of  high  turnover  stock 

■ Modem  facilities  and  processing  equipment 

■ Several  regional  sales  offices 

■ Fleet  of  HGV  vehicles 

P.O.  Box  B6231 , Financial  Tones,  One  Southwark  Bridge, 
London  SEI  9HL 


Chatsworth 
Bathrooms  Ltd 

(In  Administration) 
Skelmersdaie,  Lancashire 

Chatsworth  Bathrooms  Lrmted  is  an  established 
manufacturer  and  supplier  of  luxury  ceramic 
bathroomwear  and  associated  products. 

■ Annual  turnover  circa  L2m 

■ Stalled  workforce 

■ Extensive  product  range 

■ Gas  fred  furnace. 

For  further  details  please  contact  the  Joint 
Administrators  Roy  Welsby  and  Anctew  Mea-ies 
at  Grant  Thornton,  Enferpnse  House.  115  Edmund 
Street.  Eimungham  B3  2HJ. 

Tel:  0121  212  4000  Fax:  0121  233  9857. 

Wfeb&le:  Http::  www.^au  -Uwnton.co.i  ik 

Grant  Thornton  S 

n>~->.u«  U"1  -I  C'  uv  H..Tj-..ir:/i.j.o'.il 
- r Jt,  Ir.imj.  :»i .v  ».  sU". 
V.  c 'Tf.l  urt  An  • 1 u-.r-  -. . 


By  Order  of  PANASONIC 

Matsushita  Semiconductor  Corporation  of  America 

UNPRECEDENTED  SALE 

Unused  8”  (,25  Micron)  Capability 

Wafer  Fabrication  Equipment 

All  Equipment  Manufactured  in  1997  or  1998  & 

Complete  6”  Wafer  Fabrication 
Production  Facility 

Vast  Inventory  Available 

Location:  Puyailup  (Near  Seattle),  Wash.,  USA 

For  Detailed  Colour  Brochure  and  Viewing  Contact- 


1 \ HENRY 

J^BUTCHER 


Dallas  Office  London  Office 

Louis  Murad  Peter  Budcten 

Tet  ++ 1 (972)  2387766  Teh  ++  44  (0)  171  405  8411 

Fax:  ++ 1 (972)  238  7433  Fax: ++ 44  (0)  171  405  9772 

E-math  Info  & hbu3g.c0m  E-maH:  peter JHtadenedtalDtpaxxom 

htip^AvwJienryJiutdiBrxomftiiasea 


Point  of  Sale 


Offers  are  invited  for  the  sale  of  the  assets  and 
business  of  a leading,  well  established  P.O.S. 
and  Display  business. 

P rind  pa]  features  of  the  business  are: 

• Established  for  nearly  50  years  in  the  East  Midlands 

• Annual  turnover  approximately  El  .8m 

• Specialist  in-house  design  and  manufacturing  facilities 

• Extensive  client  list 

• Modem  38,500  sq  ft  leasehold  premises  situated  near] 
to  the  motorway  network 

Box  B6240,  Financial  Times, 

One  Southwark  Bridge,  London  SEI  9HL 


For  Sale 

Fax  & Copier  Distributor  T/O  £3M 

• Esl  7 Years  Texting  -Excellent  Reputation  and  Profile 

• £200K  Positive  Cashflow  • Major  Growth  Potential 

-High  Quality  Customer  Base  • High  Quality  Vendor  Bum.- 
■ Fully  Developed  Website  ■ Excellent  IT  Sjvctte 

With  reluctance  sale  mini  take  place.  Excellent  Opportunity 
Please  apply  to  Box  B6236 

Financial  Times,  One  Southwark  Bridge,  London  SEI  9HL 


For  Sale 

Highly  Profitable  Precision  Engineering  Business 

RerirctocDl  sale  of  (hi*  well  osiiiWishcJ  cioaiuny  In  ihe  Sindh  ur  EncLukl, 
UMrtf  AUe  ol  the  an  cqnijraK-ni  {a  nnmifacloiv  *q«vM 1 purpose 
Qixiuncs  and  ana  Dario. 

Nei  innphle  assets  escecd  £u  .‘'in.  uiih  soles  area  Cm 
Baa  Iffb  B Bw  Btf H Fhw  liilTaeUhr  Swikmit  Bridge, 

I Mil  ML 


Central  America 

FOR  SALE 

Approximately  10.000  acres 
of  Virgin  Hardwood  Forest 
and  sawmill  equipment 
& rice  plantation  and 
processing  plant. 


Write  Bos  BKU3. 
Bnaos’ial  Times. 
One  Snuthocni  Bntlfv. 
London  SEI  «HL 


HIGHLY  PROFITABLE 
PLANT  HIRE  COMPANY 
INVESTMENT  POTENTIAL 

• Seared  to  ojwto  ■ajasMliiDy  tvimoul 
owim  presence 

■ EsEMbhei  owr  10  yess 

• Turiuwm  hi  bmcss  ol  Elm 

■ Basal  Southern  England 

• To  include  modem  freehold  premises 

■ Wntor  aoiUMe  on  eanskitancy  bads 
as  tenured 

Pries  On  Me  £3.2501 

Apply  So*  K239,  Bnanoal  Times. 

Qua  SouUnvark  BndBf . Lender  561  9HL 


BUSINESS  SERVICES 


Does  your  leasing  company 
have  a European  network? 


www.inglease.com 


INCwV.  : LEASE 


®S(t=-=iE.  z*  *;  aaiq  nq  .pwooffsfqa>t  6)5.9  15  pioqjrJfo  ajp^srftooo^sr^qaa  iraai&os  9?er  ^Gni^^^tDQ^n-rmo  #sno>t  a ti  i4  r-  i i acfoa*  <»o{?ir<!  a><ojBB.B«pao(n)»5r*i  pp-pspo 
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MEDIA  LARGEST  SHAREHOLDER  SEEKS  MEETING  WITH  NEWSPAPER  OWNER'S  MANAGEMENT  TO  REITERATE  MERGER  STANCE 

PDFM  presses  Mirror  to  resume  talks 


By  John  tapper, 
Media  Editor 


The  largest  shareholder  In 
Mirror  Group,  the  national 
and  regional  newspaper 
owner,  is  to  press  for  a 
resumption  of  merger  talks 
with  Trinity  that  would  cre- 
ate a newspaper  publisher 
with  a market  value  of 
£1.3bn.($2.2bn) 

Phillips  & Drew  Fond 
Management,  which  holds 
19.2  per  cent  of  Mirror 
Group,  and  was  active  in 
encouraging  talks  between 
the  two  companies,  is  seek- 
ing a meeting  with  Mirror's 
senior  management  to  reiter- 


ate its  stance. 

PDFM’s  move  comes  after 
Trinity  called  off  discussions 
with  Mirror  at  the  weekend. 
Trinity's  directors  think  that 
Mirror's  board,  which  met 
yesterday  afternoon  to  dis- 
cuss the  issues,  are  divided 
on  the  terms  of  a possible 
merger. 

Mirror’s  executive  direc- 
tors, led  by  David  Montgom- 
ery, its  chief  executive,  are 
thought  to  he  seeking  cost 
savings  of  at  least  an  annual 
£lOm  through  efficiencies, 
and  want  a deal  giving  a pre- 
mium to  Mirror's  share 
price. 

Trinity  believes  another 


sticking  point  was  its  insis- 
tence that  Mr  Montgomery 
would  take  only  a limited 
role  in  the  merged  entity. 
It  wanted  Mm  to  be  an 
executive  director  for 
editorial  policy  at  national 
titles. 

It  proposed  that  Sir  Victor 
Blank,  Mirror's  chairman,  be 
non-executive  chairman  of 
the  merged  group,  while 
Philip  Graf,  Trinity's  chief 
executive,  took  that  role. 
John  Allwood  from  Mirror 
would  have  bees  deputy 
chief  executive. 

PDFM  was  instrumental  in 
encouraging  Mirror  to 
restart  its  talks  with  Trinity 


in  November,  after  they 
were  called  off  in  spring  last 
year.  It  now  wants  the  talks 
to  continue  on  the  basis 
suggested  by  Trinity- 

Supporters  of  the  merger 
argue  that  it  would  produce 
a more  solid  and  less  heavi- 
ly-geared company  than  Mir- 
ror, with  the  growing 
regional  newspaper 
operations  outweighing  the 
mature  although  cash-gener- 
ative national  newspaper 
arm. 

Mirror’s  directors  insist 
that  Mr  Montgomery  would 
step  aside  as  chief  executive. 
If  the  terms  of  a deal  with 
Trinity  were  acceptable  in 


other  ways.  However,  they 
believe  it  did  not  offer  suit- 
able terms  In  talka  last 


Some  Mirror  executives 
argue  that  Mr  Montgomery 
should  have1  a prominent 
role  in  implementing  the 
merger  because  he  has  a 
record  of  cost-cutting  and 
finding  operational  savings. 
They  believe  Trinity  might 
riot  be  aggressive  enough. 

Mirror  executives  also 
believe  the  company's  share- 
holders Should  gain  66  per 
cent  of  a merged  entity 
rather  than  the  55  per  cent  is 
one  proposed  valuation. 
However,  PDFM  is  thought 


not  to  regard  this  as  a deal- 
breaking issue. 

Mirror's  shares  have 
under-performed  the  FTSE 
All  Share  by  S3  per  cent 
since  they  peaked  at  248*Ap 
last  May  following  the  dis- 
closure that  Axe 1 Springer, 
the  German  publisher,  might 
take  over  the  British  com- 
pany. 

Mirror's  shares  closed  4p 
up  at  I66p  yesterday,  while 
those  of  Trinity  closed  1% 
down  at  428%.  Trinity’s 
shares  peaked  at  571  Vi p last 
year,  but  have  since  under- 
performed  the  AH  Share  by 
25  per  cent  on  fears  of  an 

advertising  downturn. 


ECC  receives  unsolicited  £680m  French  offer 


By  Charles  Pretzfik 


English  China  Clays,  the  UK 
industrial  minerals  and  spe- 
ciality chemicals  company, 
yesterday  received  an  unsoli- 
cited £6 SQm  (Jl.Mbn)  cash 
offer  from  Im£tal.  tts  French 
rival 

The  225p-a-share  bid  was 
promptly  rejected  by  ECC’s 
board,  which  said  the  offer 
Tails  by  a wide  margin  to 
reflect  the  value  of  the  com- 
pany’s business  and  pros- 
pects". 

The  shares  responded  by 
jumping  more  than  50  per 


cent  to  242 Vip,  a rise  of  82%p. 
With  the  shares  rising  above 
the  offer  price,  analysts 
believed  ImdtaJ  would  be 
forced  to  offer  more,  but 
added  that  the  nTiawnas  of  a 
rival  bidder  emerging  were 
remote. 

Patrick  Kron,  Imgtal's 
chief  executive,  said  the 
group  approached  ECC  last 
week  in  an  attempt  to  secure 
agreement  for  its  plans. 

When  ECC  said  its  board 
would  not  be  able  to  con- 
sider the  move  until  next 
week's  board  meeting,  Mr 
Kron  decided  to  go  hostile  by 


putting  the  offer  directly  to 
shareholders.  He  said  he 
refused  to  wait  “in  order  to 
avoid  undue  speculation". 

imAtni  claimed  ECC  had 
disappointed  shareholders. 
The  stock,  which  has  under- 
performed the  FTSE  All- 
Share  index  for  five  years, 
has  fallen  steadily  from  450p 
five  years  ago  and  hit  a low 
of  I42.$p  in  September. 

Dennis  Rediker,  ECC’s 
chief  executive,  said  Imfital's 
attack  focused  on  the  past. 
"However,  since  1996  we've 
had  a fairly  rigorous 
approach  to  creating  share- 


holder value  and  growth  In 
the  future." 

The  price  Im&tal  is  offer- 
ing represents  a 41  per  cent 
premium  to  last  Friday's 
dose.  However, -analysts  said 
TaUSIw)  would  have  to  raise 
its  offer  to  at  least  250p  to 
win  control. 

Nick  Hatch,  an  analyst  at 
Flemings,  said:  "It's  a sensi- 
ble opening  shot,  hut  it's  not 
generous  enough.  The  com- 
pany is  on  the  verge  of  bene- 
fiting from  restructurings 
and  cost-cuttings 

Andrew  Mitchell,  an  ana- 
lyst at  Merrill  Lynch,  said: 


“It's  fairly  punchy  bat  it’s 
not  extravagant"  The  offer 
values  ECC  on  11  times  his 
forecast  of  20_2p  per  share  of 
earnings  in  1998. 

Mr  Kron  said  he  believed 
the  bid  would  generate  sales 
growth  and  would  allow 
savings  through  rationalisa- 
tion. 

He  declined  to  specify  how 
many  jobs  would  be  lost  but 
most  cuts  are  expected  to 
fall  in  the  US.  Flew  cuts  are 
expected  in  Britain,  where 
half  of  ECCs  6,500-strong 
workforce  is  based. 

Mr  Kron  said:  "We  believe 


the  enlarged  group  will 
become  a low  cost  producer 
in  the  industry,  while  pro- 
viding customers  with  a 
wider  product  offering  based 
on  a broader  base  of 
reserves,  better  levels  of 
research  and  product  devel- 
opment and  big*1  standards 
of  service. 

If  successful,  the  bid, 
which  is  being  funded  by 
debt,  would  raise  Emdtal’s 
gearing  from  about  20  per 
cent  to  120  per  cent, 
although  the  group  believes 
it  would  drop  to  70  per  cent 
within  three  years. 


A clear  vision  emerges 
from  the  tobacco  smoke 

David  Blackwell  profiles  the  BAT -Rothmans  deal  and  how  it  was 
structured  so  that  both  parties  would  benefit  from  the  transaction 


BAT  and  Rothmans  Inter- 
national believe  that 
merging  will  enable 
them  "to  jointly  fulfil  our 
vision  of  becoming  the 
world’s  leading  international 
tobacco  group,”  says  Martin. 
Broughton,  BAT  chairman. 

That  vision  has  been  a 
well-kept  secret  The  Indus- 
try had  been  expecting  a 
deal  that  involved  the  inter- 
national cigarette  business 
of  RJR  Nabisco.  Neither 
BAT  or  Rothmans  could 
afford  to  let  the  other  get 
hold  of  that  business,  said 
Jonathan  Fen,  tobacco  ana- 
lyst at  Merrill  Lynch.  "The 
obvious  solution  was  to  get 
together  instead." 

Analysts  praised  the 
merger  as  a “win-win"  deal. 
"It  makes  cost-cutting  easier, 
gives  scale  and  flexibility 
and  enhances  the  brands,” 
said  David  Adelman  of 
Morgan  Stanley.  "In  addi- 
tion, BAT  is  not  paying  a 
premium.” 

The  deal,  which  values  the 


new  group  at  Eis.lbn.  has 
been  structured  so  both 
sides  can  share  in  the 
rewards.  Johann  Rupert  of 
Rothmans  said  he  supported 
BAT’S  vision  of  organic 
growth,  investment  in  new 
markets  and  further  acquisi- 
tions and  had  rejected  cash 
in  favour  of  equity. 

Richemont  and  Rem- 
brandt, the  Rupert  family’s 
twin  vehicles,  trill  hold  35 
per  cent  of  the  enlarged 
group,  made  up  of  25  per- 
cent in  ordinary  shares  and 
10  per  cent  in  convertible 
preference  shares.  There  Is  a 
standstill  agreement  to  limit 
their  voting  interest  to  25 
per  cent.  The  convertibles 
win  become  ordinary  shares 
on  sale  to  any  third  party. 
Up  to  half  will  he  redeem- 
able for  cash  at  575p  a year 
after  the  deal  is  completed. 
The  balance  will  be  compul- 
sorily redeemable  at  675p 
after  five  years. 

Because  Rothmans  has 
negative  net  assets,  the  total 


goodwill  to  be  written  off 
over  the  next  20  years  will 
be  £5bn.  knocking  about 
£250m  a year  from  the  profit 
and  loss  account.  Goodwill 
will  move  in  line  with  the 
share  price,  so  the  total  writ- 
ten off  could  be  even,  more 
than  £5bn  by  the  time  the 
deal  is  completed,  Mr 
Broughton  said  yesterday. 

Therefore  the  dividend 
will  be  based  on  earnings 
excluding  the  amortisation 
of  goodwill,  which  are  expec- 
ted to  be  enhanced  by  the 
deal.  BAT'S  final  dividend 
for  1998  will  be  I6p,  and 
there  will  be  a 4p  first 
interim  dividend  to  compen- 
sate for  the  different  year- 
ends  of  the  merged  groups. 

The  pro  forma  balance 
sheet  shows  interest  cover  of 
six  times,  compared  with  5 2 
for  BAT  at  the  end  of  Decem- 
ber 1997.  Gearing  eases  from 
26  A to  26  per  cent 

The  executive  hoard 
retains  Mr  Broughton  as 
chairman,  Ulrich  Herter  as 


The  BAT/Rotfimans  merger 

(ntentatfonaTbrand  portfolio 
1997  volume  {sticks  tvQ' 
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managing  director,  and 
Keith  Dunt  as  finance  direc- 
tor. However,  Bill  Ryan, 
chief  executive  of  Rothmans, 
will  join  the  board  as  deputy 
managing  director.  Mr 


Rupert,  chief  executive  of 
Richemont  and  chairman  of 
Rembrandt,  and  Jan  du  Plea- 
sis,  finance  director  of  Riche- 
mont, also  join  the  hoard  as 
non-executive  directors. 


'jtoarteAKflchdbdwClMll 


BAT  was  advised  by  Laz- 
ard  Brothers  and  Goldman 
Sachs  International,  Riche- 
mont by  Warburg  Dillon 
Read  and  Rembrandt  by  SG 
Hambros. 


COMMENT ^ 

English  China  Clays  _ 

5 

France’s  ImSUl  is  kind  to  put  ^ cWna  Ctoys 
English  China  Clays  out  « 

its  misery.  Once  a preud 

FTSE  100  member,  ECU  s » 
per  cent  underperformance 
over  10  years  means  tew 
shareholders  will  mourn  Us 
passing.  Although  the  225p 
per  share  cash  offer  repre- 
sents a socking  41  per  cent 
premium  to  Friday's  close, 
the  French  building  materi- 
als company,  remarkably,  is 
not  yet  overpaying.  Assum- 
ing imfital’s  aim  is  to  boost 
its  market  share  in  clays,  the 
sale  of  ECC's  specialty  chem- 
icals seems  likely.  At  a little 

*£££££>  MW.  Ha-caKs  of  the  US  or  BA£l| 

*»S2FtHi  Off  against  ECCs  current  cnterprfeeroluel 
mSmtmetal  will  acquire  the  clays  business i for  an 

undemanding  six  times  1999  to 

£lQm-£15m  annual  cost  savings  and  ImStal  is  weu  piacedto 
mnitp  an  excellent  return  on  its  investment,  and  m short 
order  too.  With  taxed  operating  profits 
of  around  £75m,  a return  on  investment  of  over  13  per  cent 

“ftI,ist^oC^rise,  then,  that  ECC's  shares  tew  settled 
above  the  offer  price.  Imfital  can  clearly  arforf  to 
least  another  25p  to  its  offer,  which  would 
able  returns  on  investment  Since  counterhiddere  area  real 
threat  at  this  price,  Imttal  may  well  have  to  be  preemp- 
tively generous  to  clinch  the  deal.  ^ 

Tomkins  9 

Greg  Hutchings,  Tomkins  chairman,  is  haviiig  an  _enfoar-- 
rasstng  year.  He  is  not  the  first  to  be  made  to  look  silly  by  a 
politician  on  a competition  issue.  But  since  be  keeps  remind,* 
mg  us  of  his  long  and  creditable  record,  he  ought  to  teviie 
known  better.  The  result  is  that  the  company  nlll  probabjT 
report  Its  first  drop  in  annual  pre-tax  profits  in  his  15-ye^ 
reign 

Tomkins  is  limiting  the  damage  from  manufacturing 
drums  on  both  sides  of  the  Atlantic,  but  any  excitement 
depend  on  corporate  activity.  It  could  spend  £lbn  on  acquis^ 
tions  and  still  have  interest  cover  above  six  times.  In  the* 
absence  of  deals,  share  buy-backs  remain  on  the  agenda."* 
After  all,  they  do  help  rescue  earnings  per  share  growth.  A 
prospective  net  yield  above  6 per  cent  makes  Tomkins  look 
cheap,  but  investors  need  something  more  to  turn  them  on* 
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Enterprise  Oil 
merger  threat 


■ic  • « *- 


By  Robert  Cortine 


The  prospect  of  a merger 
between  the  UK's  two  big- 
gest oil  explorers  was  under 
threat  last  night  after  a 
mostly  negative  reaction 
from  investors  and  analysts. 

Pierre  Jungels.  chief  exec- 
utive of  Enterprise  Oil,  said 
the  poor  response  to  the 
news  of  merger  talks  will 
“make  it  very  difficult”  to 
reach  an  agreement  with 
Lasmo,  as  the  market  is 
starting  with  a negative  per- 
ception of  the  proposed 
link-up. 

Mr  Jungels  acknowledged 
that  soundings  taken  yester- 
day among  Enterprise’s 
institutional  shareholders 
were  generally  negative.  But 
he  said  there  win  be  “one  or 
two  more  meetings”  with 


Lasmo  to  determine  whether 
a deal  is  still  passible.  Lasmtfn 
said  the  process  would  take* 
“some  weeks". 

Mr  Jungels  said  - 
merger  was  not  intended 
a poison  pill  to  deter  o 
companies  from  launching 
hostile  bid  for  Enterprise.  n 
"The  two  companies  are  vuk„ 
nerable  on  their  own  and* 
would  still  be  vulnerable  if* 
they  were  combined." 

Instead,  the  merger  ini' 
tive  was  a response  to' 
steady  erosion  of  investor 
interest  in  the  oil  explore-^ 
tion  and  production  sector. 
He  said  there  was  a need  to 
create  a new  type  of  off* 
exploration  and  production 
company,  that  would  have 
consistency  of  returns  that 
were  sustainable  in  a low  oil, 
price  environment 
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NOTICE  OF  ORDER  ESTABLISHING  PROCEDURES  AND  DEADLINE  FOR  FILING 
PROOFS  OF  CLAIM  AGAINST  SGL  CARBON  CORPORATION 

1ft  AU.  H#M  JWRS  Of  HAEMS  iWCUMNC  COffllNUBVC  UMJQUmATED  .VO  DEPUTED  C1AIMS1  AGAINST  THE  UEBTOR: 
BQgaBE aMUJKSDUMLBOE HUMfl  EBOOK  Of  CLAIM 


PIXASt  TAKE  NOTICE  ih*  no  Otranto  17.  (<Mg.  ibc  UnncdSuio  EbnliupKv  C,un  (bribe  Dwtntfof  Delivn  rtf*  Xbon'latoCdu  ndcr 
KnllvcnnmNR.NE.nl  1 1 1 lul  Ol  B»  U.S.  Baninpuj  CaJe,  1IU-5C.H  101 « wn-  i*e  "Bjoknipcj^Cadc"  land  Rule.  TtMQal  and 
.RXOicktitrfilr  Fcikal  RuL-suf  Bmlnmiy  PnccAaciihe 'Bu  0<c  OnkG)  Tuinp  FchUB>  & IVM  j-iRUpa  Ejaan  SUnted  line  Idle 'Bar 
Dee*- 1 a.  die  Ijm  dac  la  Mint!  aanf,.  u<  Cliuo  i«  defined  bcfcwii  In  the  above -c&alaKd  dopes  I ! etne  of  SGL  C ARBON  CaipmtiML  a nottog 

aldru  nf  KMfli  BIO  FlIIoi  Drnr.  Cboriroc.  NC  JS3W  iSr  ’Ddwe'j  (bran  ns  forth  b»to« 


UmkT  IlK  Banknquy  Code  md  m nnU/ed  In  dn.  NeUtc.  dK  m -Claim-  bm  been  pwn  die  Noodcvl  rwoWe  defnaoaa.  and  mdwJo  3D)  ngbl  in 
payipcta.  »bchci  a oetr,  gKlwtoto cram  Midi rtgfai  brodn>'<diD)udgintT«.  iKjwtoicii  mlkyjkiarJ. 

uunuruml.  dtepuled.  nmfepmaL  ky>l  njiaUMe.  ^ecancU.  proem,  ir  n^utedi  a.  of  the  dde  of  the  CTnMbnaimroi  of  lbh  rtrryn.r  1 1 cax 
■Klodrunium.  when  act,  tow  anrnVpnm’hiAecmBL'neetaarafdiKctapbrtf  ovtonetuafiafur]  ftyagya  tou  uuHwiat  nft 
lemrtllo  Sir  brodh  id  pcnmuncc  »ten;  wh  breach  pne>  bxm  njte  w pjmoo.  yibctba  or  not  such  njbt  u>  my  CTfimNe  remedy  & i 
judfmrflL  IbnLeumincmt.  mmnnL  inmuBnd.  Jopaid.  imflapaied,  wwed.  nr  wRecured 
Paamm  il  'ABsgJ  CHactrtic.  EfctwpJn  AaMKanvClauift: 

The  trim  'AJbfni  Graphne  EtectnHtn.AmUnBi  CbMm*  means  afl  CWm»  awennl  ■«  ra**lr  of  bewp  a»cnedpB^H«  tolii  Seakxa*  and  16of 
the -um ewntmUy  MkMmiheClaym.  An.  IMJ.S.C  44  ISA  Nk loeaSepol nrja're-ctennrd nhnw nesdled ln«n alkfed irolmomby  dac  Debtor 
of  Scclun  I nf  ibr ‘tatmecuromndj  luw«n  Ihe  Sherman  Ad.  l5UiC. } f.criaimy  ndm  totral.-aaeori'XxagnaBMnre.  unlujrajiiiyetiam.  anlatr 
potUecs  iwwc  dhctWooim,  aamy  !»*  ms  of  “»le  pTMlcc  hm.  4am.  RpiibUim.  trade  pnom  or  cnamoa  Ian  nf  Ihe  Untied  Sub  or  any  sole  or 
KfMr*)  rt  Ihe  I'Ptol  SBdBkt*  any  otaa  ,-nacry.  wac.  province,  (mopality  nruto  reran  nrjanu&aton. 

HC4J3EJIS  OF  THE  FOLLOWING  CLAIMS  DO  HOI  NEED  TO  RLE  PROOFS  OF  CLAIM: 

A The  CUinr.  Jcv.iihcU  a arimti).  i tl  i ami  Oil ) hclue.  Iteciadnl  Cbu»»-  \ ur  do,  jBbanl  by  dnv  DoOce  of  dK  Bar  Dae  and.  ttoefore. 

«i>  peruu  or  emttjr  Out  an  EvchaM  Claim  seal  nalilr  a jntwl  of  Claim  un  «»  heftotte  Bar  Date  far  mdiEaduded  Claim: 

(If  CUInB  (>  UK  LfuRnl  Sure  Dcpamtcnt  Jumoc  mbuif  wi  ^thc  emanm  lawflicmoi  Una  idlcjal  pnee  LUrag  m dr 
pajArtf  ckurnlet  uidnstti: 

Ibl  CtBim  a'«ml  aciHtsi  die  Wane  prtur  in  the  Pcthlgn  Date  bitmy  tedkkl  artine  of  Bamlnn.  mmided.  heneett.  Ihj 
mwdhstandaf  the  penoaUry  of  the  rotefoUF.  writ  ncnpikxi  vball  net  indoJe  Alleged  Oraphne  Ekctroda  Amrast  Cbhnr  jod 
loll  Oahu*  attoveil  by  eniedcr  of  die  Court  ooerrd  on  or  before  die  Bar  Dote, 

B.  Oarer,  hj  eni{*i%ew  !ir  xxnnl  uLmcv  ncdsal  intruct.  sieh  (*>.  'nek  leave,  kup-win  (huhi1U)L  vaodno  bmefilv  and 
,ato  cmfluyec  tcncfUv  earned  a ibr  tnUnary  une  uf  Ihc  DdMayAt  bmnieu; 

AdealnMialne  n|a>f  Ctamii uHlng  undo  vxnom  SOl.SnTtadli.  WSbr,  JRbai,  J.tl.nr  .*w  of  Ifee  Bankn^asy  Code 


D CLstaasc.  • bo  *idi  dK  nxun<  id  itor  -eheduled  prr-pctuwo  dilm  an!  r-  dsvlKaimn  iprkmy,  veaicU.  uircaned.  eia.  l 

imfca*  ihr  pte-reeiii«a  Claim  a ictaMed  » a mnntlBI.  iftspoayi.  orsnlinoktlaj  Claim. 

E CtainaoiOi  who  Joma  h«*e  0 ruspetidm  Ctottn  apumi  Uic  DetRW, 

F.  CEnraut.  who  haw  ofatadi  filed  aproufrif  Ctsttn.  Any  pn«i  oiCWin|>eviar4yflieduiditbc<Vii«fihi,CaeRpriornihe 
luhLooim  of  UtM  Nouoc  liull  be  denied  lu  he  md  du!]  be  owed  a.  a property  filed  proof  uf  dam  xtbjxci  to  the  right,  of  the  Debtor 
reanyfojj  armare^r  wnoicct  wthc  frVi»«Koitocor,  ml 

G.  Cljjfiuiii-  »tKF<  CUimv  orhc  Truni  die  Ddun  fcicvboo  Of  CKfWcwy  a»wrjcti  i»  one'jrrat  Ic-ncv  purwaoi  *>  icewnn  W cod  ijOi*  J 
id  Ac  Banknqm  Code,  la  the  ntem  Urn  Apecifk  dadlton  tbexetbc  » dl  be  (lied  by  wytarme  neda  of  die  Coon  or  wtowoc  pnnided 
wr  tt  ihc  DetmuV  dupitr  1 1 pl«n  of  wregsoratwn 

ANY  PROOF  Of  CLAIM  TOR  ACL.UMlvtnC«  IS  SUBJECT  TO  THE  BAR  DATE.  AND  WHICH  IS  FILED  AFTER  THE  BAR  DATE. 
SHALL  BE  DISALLOWED.  WV  PERSON  OR  ENTITY  THAT  IS  REQUIRED  TO  FILE  A PROOF  OF  CLAIM  AND  THAT  FAILS  TO  DO 
SO  BY  4:10  KML  EASTERN  STANDARD  TIME  ON  THE  BAR.  DATE  SHALL  BE  FOREVHl  BARRED  FROM  FILING  OR  ASSEKUNC 
SUCH  CLAIM  AGAINST  THE  DEBTOR.  AND  FROM  BEING  TREATEDAS  A CREDITOR  FOR  PURPOSES  OFDBmUBLmON  UNDER 
ANY  PLAN  OF  REORGANIZATION. 

WSTIttbrnONSroRPlLINCAPIlOOFOFCTJUMj 

UynihneaCtaim  Jndtkiimrit  »id»n  ihe  daeri^iiH  «s  lonh  otww.  you  maa  T*  t rmaf  of  CWm  you  dxxid  mefude  «U  Qatmt  the 
Drhui  • man  a daw  i pntrt  y.  mcuniy,  i»«un»L  e«e.  i an  a tingle  poof  of  Clam  fan.  Tlie  rnuTor  Cbnn  oum  be  filed  UN*  da  n h acaaDy  received 
bv  the Dctaar1* Coon «mtoiClMK|dm,wK.B3nknq»cy  tovwe»LLCi*BSI‘Latiliea«Wrtmln»edfcek«  onorbefiSfedfMp*  Esam  Stwdad 
time  eurtif  Bar  Date  ftoofiidOnnr  mad  be  filed  b)  nadir  la  perfun  it 
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SGL  CARBON  CorporuMlOaitihPKwssH^ 

dki  BaArency  Sen  kc.  LLC 

P.O.  BmMIZ  F.DJL  StMioa 

Ne*  York,  NY  tmsa 


tf  iWIvard  by  hand  (town  die  boon  nfTtO  ui  and  4.-TM  p-mdNcw  Yot  umel 
ion  hoinm  djyil  nr  by  mend^n  counerlao  bmoe—dayn).  Ibea; 

SCR.  CARBON  Cofporauan  CUim  Fmaaiiit 

cfli  Bankraoky  Serrwc.  LLC 
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PROOFS  OF  CLAIM  WILL  BE  DEEMED  FILED  ONLY  WHEN  ACTUALLY  RECEIVED  BY  THE  DEBTORS  CLAIMS  PROCESSOR.  QjbsS 
fi  le  « nit.  or  "end  cr^nonf  Cbnn,  in.  ibe  E*ehfof  «a  the  Drtmi'v  camel . To  rcurtve  a adamlal(moa  dal  your  proof  «rf  Omi  tat  been  itemed  by  die 

CW^Oed-eemin4».^»Vaoe>SddiaulcnR 

TW.  Nonce  oily  a nummary  ol  Ihe  Bar  Dote  Onk*  You  nay  obtain  i copy  «f  a pnoT  of  data  Cam  and  die  Bar  Dfc  OMer  anf  afenmma 
iraanklie  the  tun  id  voordaini  byoatifli«5  BSI  St.  |2I2I  J76-WM.  All  mwcMl  pattle,  an:  referred  M ibc  Banbw.  Code  and  Bankrapicy  Rule* 
for  adddkaul  iofDnnabon  Kpmltoe  dr  flting  and  ItcaUKfd  of  puaofc  nf  data  and  diaokl  comm  with  tin  uvw  Iqal  adnwn. 
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BY  ORDER  OF  THE  COURT 


No.  007127  of  I W8 
IN  THE  WOT  COURT  OF  JUSTICE 
CHANCERY  DIVISION 
COMPANIES  COURT 

IN  THE  MATTPI  OF 
COSWORTH  RACING  LIMITED 

-and ■ 

IN  THE  MATTER  OF  THE 
COMPANIES  ACT  1*88 
NOTICE  IS  HEREBY  GIVEN  that  a 
Pemioa  a on  II  December  1998 
naand  u Her  M^ony'k  Tbb  Caul  of 
Justice  lor  the  confinnatioo  of  Ok  rettocnoa 
of  tint  capital  of  the  above  mnnod 
Caaipoiy  in  the  mu  of  ClhOQOjOOO  boro 
CMlBOIAIO  in  C40J03JW)  by  canceling 

ual  cftBgnfaMng  lfi.<XKSjO0D  Ordinary 
Store,  uf  £1  each. 

NOTICE  IS  FURTHER  OVEN  that  the 
mid  Pemra  b iBnemd  to  be  bdd  before  die 
RcgKtnr  at  ibc  Companies  Caen  at  Ac 
Royal  Contn  of  fuke.  Stiand.  Loodoh. 
WCA  ai«W  Jarerny  1999. 

ANY  crednor  or  AarehaHer  of  the  *atd 
OxBpxay  deshtog  ■»  oppove  tie  making  of 
an  Order  lor  d»  confinnarioe  of  the  mid 
reduction  of  share  captol  dhooM  appear  as 
the  bone  of  the  bearing  in  poaoa  or  by 
Comae!  lof  dm  fuspae. 

A copy  of  die  tod  tonkin  will  be  farmsbed 
id  Mi)  aoch  penon  mqoBias  ihe  tame  by  the 
imdeniicnMfacd  SoUdlore  on  pq>mem  of 
the  regnbood  chaqge  (of  ihe  lans. 

DATED  ibii  12  day  of/amaiy  1999 
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"’Wall  Street  and  dollar  offer  no  support  - 
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EUROPEAN  OVERVIEW 
By  Vfacent  Boland 

European  stock  markets 
[dosed  lower  yesterday  after 
receiving  no  support  from 
either  US  shares  or  the  dol- 
lar. which  bounced  back  a 
little  from  its  lowest  levels 
against  the  yen,  but 
remained  vulnerable  to  fur- 
ther seling  pressure. 

■Bourses  had  begun 


FTSE  Bribe  100 

Mat 


brightly  enough,  and  there 
was  more  merger  activity  to 
maintain  interest,  but  buy* 
ers  withdrew  In  the  after- 
noon and  stocks  generally 
fen  by  about  L5  per  cent  In 
the  main  markets,  although 
there  were  individual  outper- 
formed and  selective  inter 
est  in  defensive  sectors. 

This  has  been  a theme  of 
the  tint  trading  days  of  the 
euro,  which  has  seen  a con- 
centration of  activity  in  the 


euro-zone  by  defensive- 
minded  investors,  according 
to  ABN  Amro. 

“With  earnings  estimates 
under  pressure  around  the 
-world,  investors  have  been 
searching  out  defensive  sec- 
tors and  stocks  hence  the 
rotation  into  areas  such  as 
telecoms,  pharmaceuticals 
and  financials,”  the  bank 
said  In  its  latest  strategy 
report  on  euro-zone  markets. 


“These  are  all  characterised 
by  stocks  large  enough  to 
top  the  size  range  in  most 
market  indices.” 

The  FTSE  Eurotop  300 
index  of  Europe's  leading 
stocks  fell  ISOS  to  1235.14 
yesterday,  while  the  FTSE 
Eurotop  ioo  index  fell  4&U 

to  2,86232. 

The  FTSE  Ebloc  index  of 
the  main  stocks  in  euro-zone 
bourses  dosed  1934  lower  at 
1.047.59. 
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. The  outstanding  performer 
was  the  tobacco  sector. 
Which  rose  8.4  per  cent  after 
the  takeover  at  Rothmans  by 
BAT  Industries.  Richemont, 
the  company  that  controls 
Rothmans,  jumped  €159.40  to . 
€1540.09,  while  BAT,  which 
is  paying  £5 Jfflm  for  the 
acquisition,  rose  €L20  to 
£8-94. 

Another  sector  to  go 
against  the  predominantly 
downward  trend  was  forest 
products,  which  climbed  3-8 
per  cent.  SCA  and  tJPM- 
Kymmene  both  added  €0.70 
to  close  at  €1930  and  €25.62 
respectively. 

In  a weaker  auto  sector, 
Volvo  slumped,  amid  disap- 
pointment that  Its  talks  with 
flat  might  not  lead  to  a dis- 
posal of  its  car  division.  The 
Swedish  group’s  A and  B 
shares  each  fell  €1.20  to  end 
respectively  at  €23-49  and 
€29.98,  while  the  Italian  com- 
pany was  €0.10  lower  at 

€3.14.. 
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Valeo 


STRONG  RISE  IN  1998  SALES:  +16.2% 


Valeo’s  1998  consolidated  sales  totaled 
FH:  39. S billion  (6  billion  euros)  against 
FFr  33.9  billion  (5.1  billion  euros)  in  1997,  up  by 
16.2%.  Tins  figure  incLudas,  for  the  4th  quarter 
1998.  sales  of  the  recently  acquired  activities  of 
ITT  and  excludes  the  KFr  400  million  in  1998 
sales  generated  by  the  recently  disposed  of 
display  and  fuel  tank  caps  activities. 

Annualised  sales,  based  on  the  Gump's  reporting 
entity  at  December  31st  1998,  stood  at  FR:  47 .6  billian. 
(7.3  billion  euros).  This  represents  an  average 
annual  growth  rale  of  1 9%  ovet  the  past  five  years. 


Europe  accounts  for  65%  of  annualized  sales. 
North  America  28%  and  the  rest  of  the  world  7%. 

1998  was  a year  in  which  Valeo  once  again 
largely  outperformed  the  automotive  market. 
The  Group  intends  to  pursue  its  profitable 
growth  strategy  in  1999. 

Valeo  will  announce  its  estimated  results  for  1998 
on  January  21st  1999. 


RKtOnUtaFtadhtl 

US.  $73*02*200 
QMANMDwltU 

us.  smxmwmo 

CMBNMMDK20U 

US.MUMSJM 
C3aaaC1  No*a  Dm  2013 
US-S08/MKM08 


Natal  Dm  MU 


OHII«|U. 


pvunoim  iulsuoumb 
OMtHiaDtaHl 
l—Bt  VTIOniu. 

tariAltM 

nuuKuw  unsunoitn 

ageiltaaBMHI 

ktanaiHfu 

U2KU4744C0 

(MaDwMU 

Hu. 


(gC3 

CbeungKon® 

FmMce 

Cayman  Limited 
U&  $500,000,000 

leedSctp^Up 


Fkwdni  But  Notet 
4oeJiBBarf2Q01 

hr  *e  lucrac  period  llrfa  jam 
189PM  Udt  April,  IW9  Ac  Ncma 
will  awn  ao  incerec  oae(  17575% 
pmnan,  an  lnmt  —»*<■» 
cf  US.  $717?  per  VS.  JS^JOO 
Denantoatfon  and  LL&  $1.45537 
pet  US.  S1D0XW)  IWafaKfcn. 

paysUeonlJdiAfAlPW. 

Lnioadw 


SwdiMl hm 
Comf^r,  f.nwrian 


LEGAL  NOTICES 


AisBVMiErnaNgnm 

UMITB> 

HAMPSHBE  TftANSPOST 


CUOtUS  TRAVEL  UMflB) 

Q DIHVB  MNUSBinir  UiMTB> 

HMOBIXS  U*C  LIAUTED 
Q DSIVe  HOUHNGS  UMRBI 

NOIBIS  WBB* CMN pan  i if  n lr*w  ««0) rf 

nOMtftaMtwtfinnidbUM 

Cmtq>  Kmm  Km«A  MKobIm*  iMMu 

fctai  BC4B  stjc  wr  a tm*r  lmTuS 

241pw.  J-Wpc.  J-llfW,  JJ tpm  «d  4 jE 


mhm  Aw  1300  lay  «.  Mt  mm  4^  Si 


UlnUkn  _ 

ilnwh1 

cafcdttSiMrim 

SaOnatariDUMTHM* 


LEGAL 

NOTICES 


Q DRWE  OQMMB  UMRBb 


MpopM  tf  MaUd  M 

p«patd  br  Aitarttaa*  Ahmk  ends 
* 4*4  5x  4J.  Ib,  BWta,Mp  IIMh 


QH0MfMeW«aStd»MHl; 
U0KTle*addlnR0lDBinraidUnw0>MXhM, 
«»■  Mb  UStanw  fe+htfm  Aqrlefae 


MdMtMwi  leM0RtW& 
D*d**5U»«yt9n 
IKMOtuXOlWilUkMl 


a 


Newpapws  A wapaanea  c«i  be 
recycled  to  make  more  newspapers. 
But  recycling  depends  on  a constant 
supply  of  new  fibres. 

TO  FIND  OUT  MORE  ABOUT  THE  USE  OF  RAW 
MATERIALS  IN  TOE  NEWSPAPER  INDUSTRY* 


CHALTHE 

FAX  BACK  NUHBQI 

0660  616231 

0660  calls  cost  50p  per 
mintit»  at  aft  times. 


OH  VHBTETO: 

1 (SVENHMJL  ROAD, 
WSIUA. 

SWWDOl*,  sue  7BD 
TOgHOtl&017S3  aWtoo 
FAJC  S1793  WW. 


hsued  by.ihe  NEWSPRINT  & NEWSPAPER  INDUSTRY 
ENVIRONMENTAL  ACTION  GROUP  . . 
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FINANCIAL  TIMES 


tuesda'* 


JANUARY  12  1W 


BENCHMARK  BONDS 


By  Arkady  Ostrovsky  in  London 
and  Richard  Waters 
bi  New  York 


The  US  Treasury  market 
tumbled  yesterday  and 
dragged  the  European  mar- 
kets down  as  the  dollar  fell 
to  its  lowest  against  the  Jap- 
anese yen  In  more  than  two 
years. 

The  dollar  fell  below^YUQ, 
its  lowest'  in  28  months, 
causing  the  30-year  US  Trea- 
sury to  drop  more  than  a 
point  in  early  trading.  By 
early  afternoon  in  New 
York,  the  dollar  stood  at 
Y1Q8.5.  down  from  over  YUi 
at  the  end  of  last  week. 


However,  the  rise  in  US 
bond  yields  in  recent  days 
has  drawn  some  interest 
from  European  investors, 
helping  the  dollar  to  gain 
ground  against  the  euro.  The 
long  bond's  latest  retreat, 
pushing  the  yield  to  5296  per 
cent,  took  the  increase  in 
yield  so  far  this  year  to 
about  25  basis  points. 

With  the  US  economy  still 
growing  at  a healthy  rate, 
defying  expectations  of  a 
slow-down,  many  investors 
are  reported  to  be  switching 
from  bonds  to  equities. 

Phyllis  Reed  at  Barclays 
Capital  said  the  yield  gap 
between  equities  and  bonds 
was  widening  and  the  real 
yield  on  10-year  US  Trea- 


INTERNATIONAL  CAPITAL  MARKETS  

Frankfurt 
to  trade  in 
electricity 
futures 


US  Treasuries  drag  Europe  lower 


suries  was  2 00  bams  points 
higher  than  the  earnings 
yield  on  the  S&P  500  index. 

“Investors  are  looking  for 
a trigger  to  buy  bonds, 
which  are  looking  very 
cheap  against  equities,”  die 
said. 

The  30-year  bond  lost  more 
than  100  basis  points  in  early 
trading,  although  it  had 
recovered  some  of  those 
losses  by  early  afternoon 
and  was  trading  at  99ft,  a 
loss  of  ft  on  the  day. 

Ten-year  notes,  mean- 
while, fell  VS  to  98ft,  pushing 
the  yield  up  to  4203  per  cent 
Among  shorter-dated  issues, 
two-year  notes  were  down  ft 
at  99£.  for  a yield  of  4.742 
per  cent 


David  Knott  at  Deutsche 
Bank  said  that  the  sell-off  in 
the  US  Treasury  market  had 
also  been  prompted  by  rising 
yields  In  the  Japanese  bond 
market,  making  JGBs  more 
attractive  for  domestic  Inves- 
tors. 

The  yield  on  the  bench- 
mark 10-year  JGB  rose  by  8 
basis  points  to  1.75  per  cent, 
reflecting  fears  about  over- 
supply  of  JGBs. 

The  shift  downwards  in 
JGB  prices  added  to  recent 
speculation  that  Japanese 
institutions  were  liquidating 
some  of  their  holdings  of  US 
securities. 

European  government 
bond  markets  also  lost  some 
of  last  week’s  gains,  which 


had  been  inspired  by  euro- 
related  euphoria. 

Germany’s  10-year  bund 
future  fell  by  almost  a 'point, 
from  11622  to  11528. 

Analysts  said  investors 
Ignored  weak  economic  data 
released  yesterday  showing 
manufacturing  orders  in 
November  falling  1.5  per 
cent  from  October  and  2 per 
cent  yeajxm-year. 

' However,  despite  the 
weakness  ip  European  mar- 
kets, . they  still  significantly 
outperformed  US  Treasuries. 

The  US  Treasury  market 
now  yields  113  basis  points 
more  than  the  German  band 
market  compared  with  82 
basis  points  more  at  the  aid 
of  1998. 


German  bank 
raises  €2bn 


NEW  ISSUES 


By  Khazem  Merchant 


Hypothekenbank  in  Essen, 
the  German  mortgage  bank, 
yesterday  offered  a £2bn 
global  pfandbrief  bond,  the 
only  big  issue  on  a day  of 
low-volume  activity.  The 
brief  respite  came  after  a 
strong  rate  of  issuance  in 
the  euro's  first  week.  Bank- 
ers say  high  volumes  should 
resume  within  days. 

The  Hypothekenbank  In 
Essen  bond  was  targeted  at 
investors  outside  Germany, 
unlike  last  week’s  €2.5bn 
pfandbrief  bond  by  AU- 
gemeine  Hypothekenbank, 
which  was,  typically,  bought 
by  domestic  buyers. 

Commerzbank,  the  joint 
lead  arranger  with  Goldman 
Sachs,  said  between  80  and 
90  per  cent  of  its  placement 
was  bought  by  investors  out- 
side Germany,  exceeding 
expectations. 

“Non-German  investors 
want  longer  maturities,  espe- 


cially as  interest  rates  are 
likely  to  continue  falling,” 
said  Alexis  Plan,  syndicate 
manager  at  Commerzbank. 

The  10-year  bond  was 
priced  to  yield  42  basis 
points  over  the  relevant 
bund.  Demand  for  long-term 
maturities  is  strong  given 
the  low-interest  rate  environ- 
ment in  the  euro-zone. 

This  was  underlined  by 
the  launch  of  a 15-year  €lbn 
pfandbrief  issue  by  AU- 
gemelne  Hypothekenbank, 
which  win  be  priced  today. 

Pfandbrief  bonds  are 
issued  to  refinance  domestic 
lending  for  housing  and  pub- 
lic institutions  and  are 
secured  by  public-sector 
loans.  They  are  highly  rated 
and  their  issuance  is  forecast 
to  grow  as  German  mortgage 
banks  refinance  their  lend- 
ing business  ahead  of  a fore- 
cast sharp  rise  in  lending, 
especially  to  municipalities. 

The  jumbo  pfandbrief  mar- 
ket is  the  biggest  bond  seg- 
ment in  the  euro-zone  after 
Italian  government  bonds. 


WORLD  BOND  PRICES 


BENCHMARK  GOVERNMENT  BONDS 
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1 New  international  bond 

issues 
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■ ■ ■ r 

Hypothakertoenk  In  Essen/p) 
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0.1 5R 

Parities 
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Final  terms.  non-calaUe  unless  stated.  YMd  spread  {over  relevant  government  bond)  at  bunch  suppled  by  bad  manager. 
MJrNatsd.  t Roaring-rate  note.  SSemhemnual  coupon.  Ft  (bead  re-attar  price1;  teas  shewn  u ra-aftar  toeeL  e)  3-mtti  LBxk 
+^N.  14  SI 25m  launched  Friday  increased  to  SSOQm.  Cabbie  annually  at  pre.  bl)  6H%  In  yr  1.  then  695.  c}  FimgBrie  wtti 
6320m.  cl)  3-mtfr  User  +flV>bpL  4 3-mth  Lflxr  +20bp.  » Spread  raiatss  to  German  port  bonds.  0 Long  1st  coupon,  p) 

Oettwnfldre  Pftaidbrtef.  4 Ouarteriy  coupons,  s)  Short  let  coupon. 

Retail  investors  were  the 
targets  for  a three-tranche 
self-led  issue  for  Deutsche 
Bank,  in  Canadian,  New  Zea- 
land and  Australian  dollars. 

Demand  for  such  paper 
has  grown  due  to  a desire  for 
portfolio  diversification  and 
a heavy  redemption  time- 
table in  coming  months, 
which  will  release  funds  for 
further  investment. 


The  bonds  were  for 
CSlOOm,  NZ$100m  and 
AJlOOm,  each  with  a five- 
year  maturity. 

Since  the  launch  of  the 
euro  there  has  been  brisk 
issuance  of  paper  in  periph- 
eral currencies,  including 
the  South  African  rand,  the 
Greek  drachma  and  the  Nor- 
wegian krona. 

Separately,  Deutsche  self 


led  a 3150m  bond  of  two-year 
maturity,  priced  to  yield  42 
basis  points  over  two-year 
Treasuries. 

The  Philippines  will  next 
month  market  a euro-denom- 
inated  bond  of  similar  vol- 
ume to  the  flbn  bond  issued 
last  week,  the  first  by  a 
south-east  Asian  sovereign 
since  the  Russian  default  in 
August. 


By  Vnceot  Wand 


Deutsche  Bflrse,  operator  of 
the  Frankfurt  stock 
exchange  is  to  begin  trading 
electricity  futures  contracts 
this  year  and  hopes  to  have 
an  energy  exchange  in  place 
by  the  end  of  1999. 

The  bourse  said  yesterday 
the  decision  to  begin 
exchange-based  trading  In 

electricity  futures  had  been 
prompted  by  the  rapid  devel- 
opment of  a spot  market  In 
electricity  among  German 
utilities,  which  have  begun 
setting  up  their  own  electric- 
ity trading:  arms. 

These  moves  are  in 
response  to  the  gradual  lib- 
eralisation of  Germany's 
electricity  market,  the  larg- 
est in  Europe.  They  also  mir- 
ror similar  developments  in 
other  European  countries, 
and  Deutsche  BOrse  said  the 
setting  up  of  the  energy 
exchange  would  “make  an 
important  contribution”  to 
the  opening  up  of  the  coun- 
try’s electricity  market 

In  the  UK,  a pool  system  is 
used  to  trade  in  electricity 
following  the  sector’s  priva- 
tisation, but  the  electricity 
regulator  Is  also  making 
arrangements  for  trading  in 
futures  and  spot  contracts. 

Deutsche  BOrse  said  esti- 
mates had  put  the  potential 
economic  benefits  of  liberali- 
sing Germany's  electricity 
market  at  “several  billion 
euros”  annually,  mainly 
from  cost  reductions. 

“Commercial  customers 
will  be  the  first  to  benefit 
from  the  price  cuts,  then  to 
an  increasing  degree  private 
customers,”  it  added. 

The  creation  of  an  electric- 
ity futures  market  is  the  lat- 
est development  in  the  sec- 
tor in  Germany,  where  the 
new  government  is  seeking 
to  phase  out  the  country’s 
nuclear  power  industry. 


Derivatives 

volumes  up 

10%  in  1998 


By  Vtaceirt  Boland  In  Umdtfi 

and  Gwen  ^ 


The  volume  oT  Stores  and 
options  contracts  traded  on 
the  world’s  derivatives 
exchanges  rose  W P* 
last  year  to  22bu  as  all  the 
main  markets  except  Lon- 
don’s recorded  Impressive 
growth  in  business. 

The  biggest  Increase  was 
recorded  by  Eurex.  the  Ger- 
man-Swiss  exchange  that 
succeeded  the  Deutsche  Ter- 
rmnhrtrse  and  Soffex.  Eurex 
saw  trading  volume  increase 
by  nearly  61  per  cent  as  it 
overtook  the  London  Inter- 
national Financial  Futures 
and  Options  Exchange  to 
become  the  world’s  second 
biggest  derivatives  market 

Liffe  slipped  to  fifth  in  the 
league  of  top  markets  as 
trading  volume  fell  7.2  per 
cent,  according  to  data  from 
Futures  & OTC  World  maga- 
zine. which  monitors  the 
world’s  derivatives  markets. 
The  fall  was  mainly  due  to 
the  London  market's  loss  of 
business  in  German  govern- 
ment bond  (bund)  futures 
contracts  to  Eurex. 

Most  of  the  fall  in  activity 
at  Liffe  was  in  the  second 
half  of  the  year,  while  its 
rivals  recorded  higher  busi- 
ness. The  10-year  Eurex 
bund  futures  contract  is  now 
the  third  most  actively 
traded,  after  the  Treasury 
bond  fixture  on  the  Chicago 
Board  of  Trade  and  the 
Eurodollar  future  on  the 
Chicago  Mercantile 
Exchange. 

The  CBOT  remains  the 
world's  largest  derivatives 
market  and  recorded  an 
increase  of  nearly  17  per 
cent  in  trading  volume  last 
year.  The  CME  and  the  Chi- 
cago Board  Options 


Exchange  retained  their 
third  and  fourth  Positions, 
respectively- 

The  biggest  increase  tn 
trading  volume  occurred  on 
Monep.  tbs  Paris  °Pt,ons 
market,  which  recorded  a 
rise  of  nearly  400  per  cent  la 
activity,  mainly  due  to  trad- 
ing in  contracts  Oh  the  CAC 
40  French  equity  market 
index,  which  transferred  last 
year  from  Matif.  the  Pans 

derivatives  market,  i 

Meanwhile,  trading  vo.l 
tunes  on  the  Sydney  Futures 
Exchange  rose  5.4  per  cent 
in  1996.  making  it  the  largest 
futures  exchange  in  the 
Asia-Pacific  region  Tor  the 
second  consecutive  year. 
The  exchange  said  yesterday- 
volume  across  all  futures 
and  options  rose  to  2&9m 
contracts,  for  a nominal 
value  of  A$l0.500bn.  the  sec- 
ond highest  in  the  SFE’s 
39-year  history. 

Les  H os  king,  chief  execu- 
tive, said  the  exchange  had 
held  its  lead  over  the  Singa- 
pore International  Monetary 
Exchange  iSimex).  which 
traded  275m  contracts,  and 
the  Tokyo  International 
Financial  Futures  Exchange, 
with  2l.7m  contracts. 

The  increase  was  led 
the  SFE's  90-day  bank 
contract,  in  which  tumo  ^ 
rose  30."  per  cent,  and  the 
AH  Ordinaries  Share  Price 
index,  up  142  per  cent.  The 
two  account  for  nearly. 
45  per  cent  of  its  futures  and 
options  turnover. 

Falling  commodities  prices 
also  increased  demand  for 
agricultural  products. 

Trading  on  the  New  Zea- 
land Futures  and  Options 
Exchange,  the  SFE's  wholly 
owned  subsidiary,  increased 
by  115  per  cent  to  a record 
224m  contracts. 
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Yen  up  as  Japanese  worries  surface 
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MARKETS  REPORT 

By  Alan  Beattie 

The  yen  hit  a two-year  high 
against  the  dollar  yesterday, 
rising  above  the  Yiio  level 
as  the  first  admission  that 
the  currency  might  be  too 
strong  came  out  of  Japan. 

Koji  Tanami,  the  vice 
finance  minister,  said  yester- 
day that  the  strengthening 
of  the  yen  was  “undesir- 
able". This  reassured  market 
analysts  that  the  inexplica- 
ble welcome  given  last  week 
to  the  currency’s  rapid 
appreciation  by  Eisixke  Sak- 
akibara,  vice  finance  minis- 
ter for  international  affairs, 
was  not  a universal  view. 

The  dollar  closed  at  Y109.3 
against  the  yen  at  the  end  of 
London  trading,  lower  than 
on  Friday  and  only  just 
above  the  intraday  low  of 
Y1Q8.B. 

Rumours  that  the  Bank  of 
Japan  had  been  supporting 
the  yen  seemed  far-fetched. 
Traders  who  had  actually 


done  transactions  with  the 
central  bank  -proved  elusive. 
And  most  market  analysts 
pointed  at  Y1G5  or  Y100  as 
more  likely  trigger-points  for 
intervention. 

Reports  in  the  US  yester- 
day that  the  Federal  Reserve 
had  ruled  out  intervening 
for  the  moment  reversed  the 
yen's  slight  rally  during  Lon- 
don trading.  But  the  jittery, 
thin  markets  remained  alert 
to  the  possibility  of  central 
bank  intervention. 

The  view  has  gathered 
supporters  in  the  currency 
market  that  the  yen’s 
strength  is  related  to  its  cur- 
rent account  surplus  at  a 
time  of  international 

capital  flows. 

Since  the  Japanese  current 
account  surplus  is  drawing 
in  funds  from  the  rest  of  the 
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world,  any  reluctance  at  the 
margin  to  reinvest  those 
funds  abroad' is  likely  to 
affect  the  yen's  strength. 

Divyang  Shah,  global 
strategist  at  the  economic 
consultancy  IDEA,  said  that 
while  Japanese  investors 
were  unlikely  to  liquidate 
existing  holdings  of  US 
assets  on  a large  scale,  they 
may  lose  their  enthusiasm 
for  making  new  investments. 

Japanese  holdings  of  US 
Treasuries  had  fallen  in  1998 
and  stabilised  at  a lower 
level  than  in  1997,  he  said. 

Market  analysts  said  a rise 
in  risk-aversion  was  causing 
investor  unwillingness  to 
take  positions  in  overseas 
finam-ial  markets. 

“We  have  not  yet  seen  the 
full  legacy  of  the  turmoil  in 
1998,"  said  Avinash  Persaud, 
currency  strategist  at  JP 
Morgan  in  London. 

"There  may  be  a long-last- 
ing effect  on  investors’  appe- 
tite for  risk.  This  makes  cur- 
rency markets  thinner  and 
increases  the  Importance  of 


trade  flows  in  determining 
the  direction  ctf  currencies," 
he  added. 

■ The  euro  fell  again  yester- 
day, continuing  to  defy  those 
who  had  predicted  a strong 
start  for  the  currency. 

It  finished  in  London  trad- 
ing yesterday  at  *1.153,  its 
lowest  closing  rate  since  the 
beginning  of  the  year. 

Continued  problems  with 


the  settlement  system  Tar- 
get may  have  acted  as  a cat- 
alyst for  the  euro's  fall. 
“Ironically  this  is  exactly 
what  the  European  Central 
Bank  needs  a slightly 
weaker  euro  while  they  sort 
out  the  liquidity  issue."  said 
Alison  Cottrell  at  Paine  Web- 
ber in  London. 

■ The  Australian  dollar  con- 
tinued to  surge  up  against 
Its  US  namesake  yesterday, 
buoyed  by  a bounce  in  com- 
modity prices  and  tbe 
strength  of  the  yen. 

By  the  end  of  trading  in 
London  the  Aussie  had 
reached  *0.6411,  back  around 
the  levels  of  its  most  recent 
peak,  in  November  1998. 
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Jamies  McKay,  global  mar- 
kets strategist  at  Common- 
wealth Bank  of  Australia  in 
London,  raid  that  the  mar- 
ket often  used  the  Commod- 
ity Research  Bureau  (CRB) 
price  measure  as  a short- 
hand for  movements  in 
terms  of  trade  likely  to  affect 

the  Australian  economy. 

Hus  was  despite  tbe  fact 
that  the  CRB  index  is  a poor 
proxy  for  the  commodity 
composition  of  Australian 
production,  containing  sev- 
eral elements,  such  as  cocoa, 
coffee  and  com,  which  are 
not  large  parts  of  the  Austra- 
lian economy. 

Commonwealth  Bank  of 
Australia  have  recently 
launched  their  own  commod- 
ity index  which  more  accu- 
rately reflects  the  profile  of 
Australian  primary  sector 
output.  Tbe  measure  held  up 
in  the  second  half  of  1998 
when  tbe  CRB  was  felling, 
perhaps  suggesting  that 
some  of  the  weakening  of 
the  Australian  dollar  around 
that  time  was  overdone. 
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St.  George  Bank  Limited 

finu.pouacT  in  New  South  Kfeta) 

A.CJ4.0SS5T3  070 

LLS.  $250,000,000 
Hoatins  Rat®  Notes  due  2000 

Notice  is  hereby  given  that  far  die  Interest  Period  life  January, 
1999  na  Ufe  April.  1999  fee  Note*  tawD  cany  a Rate  of  Imeresi  of 
5-3575%  per  annum.  The  Innaesc  Amounts  payable  will  be  US. 
$135.43  per  VS.  $10,000  Note  and  U-Sl  $135426  per  V& 
$100,OOON«e.  The  Interest  Payment  Date  will  be  IZdi  April  1999. 


Bankers  Trust 

Company,  London 

Agent  Bank 

FORD  MOTOR  CREDIT  COMPANY 
USD  300,000,000 

FLOATING  RATE  NOTES  DUE  APRIL  10, 2001 

bi  accordance  with  the  provisions  of  the  above  mentioned  Notes,  notice  is 
hereby  gteen  as  fallows 

tariaest  period:  January  11, 1999  to  Apri  12. 1999  (91  days) 

Interest  payment  date:  Apri  12, 1999 
Interest  rate:  52075%  per  annum 

Coupon  snouRt : USD  131.63  per  note  of  USD  1 0000 

USD  101634  per  note  of  USD  100,000 
Agent  Bank 

BANQUE  NTERNAHONAIE  A LUXEAASOURC 


DEPAJXTEMENT  DE  LA  GUADELOUPE 

EMPRUNT  OBUGATAIRK  FRF  SO  000  000  - 
TRANCHE  A TAUX  VARIABLE  ECHEANCE 1999 
CODE  ISIN ; XS0051SL2100 
EMPRUNT  OBUGATAIRE  FRF  56  800  000  - 
TRANCHE  B TAUX  VARIABLE  ECHEANCE  2099 
CODE  BIN : XS0051512282 
For  the  period  January  08. 1999  w July  08. 1999 
tee  new  rate  h»  been  fixed  ar  4.  J 79  % Pj4. 

Next  paymenidett:  July  08. 1999 

Coupon  nr : 10 
Amount : 

FRF  21  011.08  for  tee  denomination  of  FRF  1 000000 
THE  PRINCIPAL  PAYING  AGENT 
SfJOTTK  GENKRAUv  BANK  & TRUST  SA. 

J M3.  AVENUE  EMILE  BEUTER 

L-2428  LUXEMBOURG 
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What  makes  a 
Futures  Trader 
S 


Perhaps  the  answer  is  a thorough  understanding  of 
the  markets.  This  knowledge  and  experience  is  now 
available  to  private  investors,  with  discounted  services 
on  futures  and  options  from  E D & F Man  Direct. 


56  RAGE  FUTURES 
TRADING  GUIDE. 


E«vn  the  most  experienced 

futures  traders  may  be 

surprised  by  some  of  the 

insights  into  successful 

trading  among  these 

50  "Rules’*.  To  take  advantage  of  our  service 

and  obtain  your  free  copy,  phone  us  now. 

FOR  FURTHER  INFORMATION  ON  OPENING  AN  ACCOUNT 
AND  YOUR  FREE  COPY  OF  "»  RULES  OF  FUTURES  TRADING". 
PHONE  JAMES  WOODWARD  NOW 


CALL  NOW  FOR  VOUR  FREE  GUIDE  , 

IT  0500  565717  lj 
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BUSINESSES 

WANTED 


WE  HAVE  BEEN  RETAINED  BY 
A SUCCESSFUL  CLIENT  IN  THE 
PLASTIC  INJECTION  MOULDING 
INDUSTRY  TO  ACQUIRE 
FURTHER  INJECTION 
MOULDING  BUSINESSES  WITH 
A TURNOVER  UP  TO  Cl  MILLION. 

ANY  BUSINESS  WILL  Be 
SERIOUSLY  CONSIDERED, 
PRO F1TAE1HTY  NOT  ESSENTIAL. 


PrteTpriuntypteKBrtlhto 
6aiy  Swipari  6 Caapaoj 


5 WHa  Oik  Sinara 
UwhtaRnri 
sautuy 

KMBHB7U 


THE  BUSINESS 
SECTION 
APPEARS  ON 
PAGE  29  IN 
THE  UK 
EDITION  TODAY! 


R&ND  MINES  LIMLTKD 

(1»  Vatauaair  liquMHkia) 
taeanonml  In  iba  UpUc  id  EoaOi  Afeka 
toqMmtoaHn.ni/D0W8tea 

COMPANY  ANNOUNCEMENT 

Tbe  Laqindaror  of  Rand  Mines 
Irmued  (m  hqiHdriKm)  r Rand 
r.fc»Gl  vtahea  to  advise  teal 
Kandgoki  & Exploranon  Company 
Limned  ("Randgold")  has 
msttuted  jBOceedmgs  agamsL 
amongst  cnheis,  Rand  Mines  and 
tee  meases  (he  CH  Medical  Ad 
Trust  ("ihe  Ttubi")  in  ntuch 
Rand^sld  hjve  -in^irjhr  an  osier 
prevenmsj  tee  frames  at  tee 
Trust  from  distributing  the 
amounts  held  by  them  to  tee 
beneficMiiesofteeThfir. 


bi  the  proceedings  mounted  by 
Randgold  they  have  also  indicated 
that  they  intend  instituting 

proceedings  agamst  Rond  Mines 
retaonci  to  tee  recovery  of  certain 
amount!  which  Randgold  allege 
ore  due  to  them  m respect  d 
payment c.  which  Randgold  am 
obliged  to  mate  to  certain 
ccafflmianon  membeis  of  their 
medical  aid  tend. 

Rand  Mines  eae  opposing  this 
application  and  wiD  canskfci  any 
further  legal  pteceedmgs  cm 
ihrxr  merits  Tbe  Liquidator  a 
presently  cantndonng  tee  legal 
effect  of  these  proceedings  on 
ibta  fmaliRMYm  rt  iRr  tiqindatwin. 

lahaimssbng  8 January  1999 
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COMMODITIES  & AGRICULTURE 


Stockpile  of 
timber  grows 
in  Europe 


EU  forests  ‘under 
serious  threat’ 


Gaps  in  Finland’s  woodland  are  a symptom 
of  a continental  malaise,  writes  Tim  Burt 


By  Tkn  Burt  h Stockholm 


Commercial  forestry  in  the 
European  Union  is  feeing  a 
potential  crisis  in  large  areas 
of  woodland  following  a 
sharp  increase  in  cheap 
imports  and  a growing  over- 
supply of  timber. 

The  Finnish-based  Euro- 
pean Forest  Institute,  the 
EU's  only  pan-European  for- 
estry research  agency,  is 
warning  that  many  of  the 
region's  forests  are  becom- 
ing more  vulnerable  to  dis- 
ease and  environmental 
damage  following  a reduc- 
tion in  the  annual  harvest 
by  forest  owners. 

New  figures  from  the  EFI 
suggest  that,  far  from  being 
over-exploited.  Europe's 
commercial  forests  are  grow- 
ing foster  than  they  can  be 
economically  harvested. 

The  institute  - an 
umbrella  group  for  national 
forestry  research  groups  in 
the  EU,  Russia  and  the  Bal- 
tic states  - says  the  EU’s 
forests  are  growing  by  486m 
ca  m a year,  while  the 
awmiai  harvest  has  fallen  to 
313m  cu  m. 

“The  rate  at  which  forests 
are  growing  is  now  5Q  per 
cent  Higher  than  the  cut" 
says  Ian  Hunter,  director  of 
the  EFL  “It  means  forests 
are  getting  too  dense  and  old 
to  remain  economic." 

That  view  is  echoed  by 
Heinrich  Spiecker,  forestry 


professor  at  Freiburg  Univer- 
sity in  Germany.  “The  effect 
of  this  is  a reduction  of  the 
genera]  vigour  of  forests. 
Trees  like  this  are  very 
prone  to  attack  by  bark 
beetles  and  are  easily  broken 
by  wind  or  wet  snow." 

The  problem,  say  EFI 
researchers,  partly  reflects  a 
five-fold  increase  in  timber 
imports  to  the  EU  over  the 

past  15  years,  exacerbating 
the  region's  “timber  moun- 
tain" and  depressing  selling 
prices  for  pulpwood  - one  of 
the  main  components  for 
paper  and  board  production. 

Industry  analysts  predict 
that  pulpwood  prices  could 
fell  by  18  per  cent  as  supply 
further  exceeds  demand. 

Some  of  Europe's  largest 
forestry  products  groups 
admit  forest  growth  is  out- 
stripping demand  in  some 
areas,  but  suggest  the  poten- 
tial crisis  will  be  confined  to 
pulpwood. 

“The  problem  is  mainly  on 
the  pulp  side,”  says  Olav 
Henri ksen,  director  at  UPM- 
Kymmene,  which  owns  more 
than  lm  hectares  of  forest  in 
Finland,  the  UK  and  US.  “If 
you  can’t  get  a decent  price 
for  your  wood,  you  leave  it." 

Environmental  organisa- 
tions blame  the  industry. 
UK-based  Friends  of  the 
Earth  says  forestry  compa- 
nies should  reduce  their  har- 
vests and  encourage  “old- 
growth"  forests. 


Parts  of  the  remote  pine 
forests  of  North  Karelia, 
one  of  Finland's  most 
heavily  wooded  areas,  are 
scarred  where  heavy  snow- 
fell  and  wind  have  uprooted 
tightly  packed  trees. 

The  jagged  timber  Is  left 
where  it  fell,  either  too  dis- 
eased or  damaged  to  harvest. 

In  nearby  Joensuu,  the 
regional  capital  and  home  to 
the  European  Forestry  Insti- 
tute. industry  experts  are 
warning  that  the  ugly  gaps 
are  not  a phenomenon  con- 
fined to  Finland’s  eastern- 
most province  - but  a symp- 
tom of  a malaise  spreading 
across  the  continent. 

The  institute,  whose  mem- 
bership includes  most  of 
Europe's  national  forestry 
research  groups,  believes 
commercial  forests  in  the  EU 
are  feeing  a serious  threap. 

A growing  surplus  in  EU 
timber,  and  a rise  in  imports 
from  North  America  and  the 
emerging  markets  of  south- 
east Asia  and  Latin  America, 
has  persuaded  many  forest 
owners  to  reduce  the  annual 
harvest. 

Ian  Hunter,  director  of  the 
EFL  says  only  65  per  cent  of 
annual  growth  in  EU  com- 
mercial woodland  is  being 
cut 

“Every  year,  another  170m 
cubic  metres  could  be  cut  to 
balance  growth  and  harvest 
Another  85  pulp  mills  could 
be  established  if  the  harvest 


could  be  cut  and  aggregated 
economically,"  he  says. 

Mr  Hunter  and  his  col- 
leagues believe  the  widening 
gap  between  growth  and  har- 
vest rates  could  lead  to  a 
long-term  deterioration  in 
European  forestry.  In  the 
worst  case  scenario,  forests 
will  become  “sub-economic" 
as  unharvested  trees  grow 
too  old  and  densely  packed. 

"Forests  become  vulnera- 
ble to  Insect  attack  or  wind 
damage;  either  way  It  will  be 
a hell  of  a mess  and  depress 
prices  for  a long  time,"  he 
adds. 

The  EFI,  citing  research 
by  Norwegian  and  US  for- 
estry specialists,  says  pulp- 
wood prices  could  decline  as 
the  timber  surplus  grows, 
while  Europe's  forest  land- 
scape could  be  impaired. 

Us  findings  are  likely  to 
reopen  a long-running 
debate  over  sustainable  for- 
estry, pitching  industry 
groups  against  environmen- 
tal organisations. 

Many  environmental 
groups,  such  as  the  UK's 
Friends  of  the  Earth,  lay  the 
blame  squarely  at  industry's 
door. 

Tony  Jumper,  policy  and 
campaigns  director  at 
Friends  of  the  Earth,  says 
many  of  the  companies 
reducing  the  harvest  of 
European  reserves  are  the 
same  companies  importing 
more  timber  from  overseas. 
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European 
harvest  hit  by 
bad  weather 
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He  etpfrpK,  moreover,  that 
such  companies  have  made 
things  worse  by  stripping 
out  naturally  growing  but 
less  valuable  trees.  “In  Fin- 
land, less  tfato  2 per  cent  of 
the  old  growth  forest  is  left,” 
Mr  Juniper  adds. 

Some  forestry  companies  - 
tnchidtng  UPM-Kymmene  of 
Finland  and  Sweden’s  Assi- 
Domfln  - accuse  the  EFI  of 
being  overly  pessimistic. 

While  admitting  they  are 
harvesting  only  about  two- 
thirds  of  the  annual  forest 
growth,  they  say  pre- 
commercial thinning  - in 
which  older  trees  are 
removed  - should  minimise 
the  impact  of  a reduced  cut 

They  also  point  out  that 
demand  for  both  pulpwood 
and  sawn  timber  is  still 
growing.  “We  are  seeing  up 
to  1.5  per  cent  growth  a year 
in  the  European  market," 
says  Michael  Eliasson,  direc- 
tor of  business  development 
at  AssiDomSn. 


Potential  production  of 
European  pulpwood.  by  com- 
parison. is  likely  to  grow  by 
almost  25  per  cent  between 
1994  and  2010,  exacerbating 
existing  surpluses. 

Part  of  the  problem,  say 
EFI  scientists,  is  that  the 
timber  growing  season  is 
getting  longer.  The  growing 
season  for  individual  species 
in  Europe  hag  grown  by  IS 
days. 

“Spring  is  coming  five 
days  earlier  and  autumn  10 
days  later,  trees  are  growing 
faster  and  we  don't  know 
why,"  says  Mr  Hunter. 

The  challenge  is  to  agree 
how  to  address  the  problem. 
The  EFL  with  some  support 
from  environmental  groups, 
believes  the  commercial  for- 
est “canopy*  needs  to  be  bro- 
ken up,  making  way  for  dif- 
ferent species/ 

Given  the  costs  involved, 
that  is  not  gnmpthrng  that 
many  forestry  companies  are 
ready  to  contemplate. 


Heinrich  Spiecker,  forestry  growth"  forests.  I be  established  if  the  harvest  more  timber  from  overseas,  at  AssiDomSn.  ready  to  contemplat 
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By  Gillian  O’Connor 
and  Robert  Cookie 


The  London  Metal  Exchange 
stepped  into  the  aluminium 
market  yesterday  to  prevent 
a severe  supply  squeeze 
threatening  to  distort  the 


market  later  this  month.  In 
its  first  public  intervention 
since  publication  of  its  “mar- 
ket aberrations"  paper  last 
year,  the  evrfiangw  imposed 
a limit  of  51  a tonne  on  the 
premium  payable  for  rolling 
a contract  forward  for  a day. 
This  limit  will  be  reviewed 
on  February  28. 


Traders  describe  the  loom- 
ing supply  squeeze  as  the 
latest  skirmish  between 
some  big  market  partici- 
pants. Scone  say  the  LME  is 
protecting  those  who  have 
sold  metal  short  Premiums 
for  immediate  delivery  evap- 
orated yesterday  alter  the 
exchange's  intervention. 


Base  metal  prices 
remained  generally  firm,  but 
there  was  little  reaction  to 
the  announcement  of  a pro- 
duction stoppage  at  the 
Bingham  Canyon  smelter, 
which  is  owned  by  Kennecot 
Utah  Copper  - a Rio  Tinto 
subsidiary.  Copper  stocks 
are  high. 


Meanwhile,  crude  oil 
prices  rose  sharply  amid  ris- 
ing tension  in  the  Gulf  and 
colder  weather  in  the  US. 
The  bellwether  Brent  Blend 
futures  contract  for  Febru- 
ary delivery  was  $12.22  a bar- 
rel in  late  trading  on  Lon- 
don’s International 
Petroleum  Exchange,  up  & 


cents  on  Friday’s  close.  The 
last  Mmft  front  month  Brent 
traded  above  $12  a barrel 
was  last  November. 

The  markets  were  also 
buoyed  by  predictions  that 
weekly  data  on  US  oil  inven- 
tories, due  out  late  last 
night,  would  show  further 
fells. 


Europe's  sugar  harvest  has 
been  hit  by  cold  and  wet 
weather  that  has  hampered 
formers'  efforts  to  get  the 
beet  crop  in  on  time. 

As  the  1998-99  harvest  - or 
"campaign"  - draws  to  a 
close,  latest  estimates  put 
total  European  Union  sugar 
output  at  about  17.4m 
tonnes.  That  compares  with 
last  season’s  record  of 
almost  19m  tonnes. 

**The  impact  of  the  harsh 
weather  has  been  limited 
mainly  to  the  Netherlands. 
Germany  and  Belgium,  but 
the  crops  there  have  suffered 
quite  markedly,"  said  Neil 
Meader  at  ED&F  Man  Sugar 
Research.  “The  Dutch  crop 
is  unlikely  to  meet  its  EU 
quota." 

Freezing  weather  has  also 
damaged  the  beet's  sugar 
content.  "Although  it  would 
have  to  be  very  cold  to  trap 
the  crop  in  the  ground,  the 
cold  has  frozen  some  of  the 
beet  in  storage."  said  Mr 
Meader.  “Defrosted  beet  is 
pretty  much  worthless.” 

Dutch  sugar  output  is  esti- 
mated at  830.090  tonnes 
against  last  season’s  figure 
of  more  than  lm  tonnes. 

Belgian  and  German  sugar 
producers  have  also  been 
delayed  by  freezing  tempera- 
tures. Elsewhere,  the  cam- 
paign has  faced  muddy  con- 
ditions and  Hooding. 

“Farmers  have  been 
unable  to  get  machinery  into 
the  fields  and  collect  the 
beet  when  its  sugar  content 
is  at  its  peak."  said  Tony 
Hannah,  chief  economist  at 
the  International  Sugar 
Organisation. 

Overall  European  sugar 
production  is  expected  to  be 
in  line  with  an  average  year. 

“Europe’s  harvest  will  cer- 
tainly be  smaller  than  last 
year's,  but  that  was  excep- 


tionally good."  said  Chris 
pack,  chief  analyst  at 

C.  Czarnikow.  • 

The  beet  campaign,  which 
starts  in  September,  is  usu- 
ally over  by  January  in  motf 
of  Europe,  although  it  tends 
to  end  later  in  the  UK 
because  of  the  more  temper- 
ate climate.  Britain’s  cam- 
paign should  be  over  by  Feb- 
ruary - it  went  on  untH 
March  last  season. 

■'There  have  been  soma 
difficulties  with  fields 
becoming  waterlogged,  but 
the  wet  spells  have  been 


luv  -r- 

interspersed  with  dry  peri- 
ods that  have  allowed  the 
harvest  to  keep  going,"  said 
Geoff  Lancaster  of  British 
Sugar,  the  UK's  sole  sugar 
beet  processor. 

“We  certainly  don't  seem 
to  have  suffered  in  the  same 
way  as  some  of  the  other 
countries."  be  said. 

The  EU’s  beet  crop 
accounted  for  about  half  the 
world's  beet  sugar  output  in 
1997-98  and  15  per  cent  of 
global  sugar  production. 

However,  the  lower  har- 
vest this  season  is  unlikely 
to  affect  white  sugar  prices. 
The  benchmark  fixtures  con- 
tract remains  depressed  on 
the  London  International 
Financial  Futures  and 
Options  Exchange,  though 
above  mid-October’s  10-year 
low  of  $215  a tonne, 

“The  very  good  cane  crop 
in  Brazil  means  the  world’s 
white  sugar  balance 
shouldn’t  be  affected."  said 
Mr  Hannah.  “The  forecast  Is 
still  for  oversupply." 

Global  sugar  supply  has 
outstripped  consumption 
siwrp  1998-94  and  most  esti- 
mates put  the  1998-99  bal- 
ance at  a surplus  of  2m-3xn 
tonnes,  although  the  US 
Department  of  Agriculture 
surprised  the  market  in 
November  by  forecasting  a 
supply  deficit  of  lm  tonnes. 
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EURO  PRICES 


EQUITIES 


CURRENCIES  & MONEY 


"’Wall  Street  and  dollar  offer  no  support  - 


BIRO  SPOT  FORWARD  AGAINST  THE  PRO 

Mg 


•p-. 

aw''  BttHhr  '•-Ufrm  : 


Oman* 

m «n 


On  iv 

WA  * Ml  *» 


EUROPEAN  OVERVIEW 
By  Vfacent  Boland 

European  stock  markets 
[dosed  lower  yesterday  after 
receiving  no  support  from 
either  US  shares  or  the  dol- 
lar. which  bounced  back  a 
little  from  its  lowest  levels 
against  the  yen,  but 
remained  vulnerable  to  fur- 
ther seling  pressure. 

■Bourses  had  begun 


FTSE  Bribe  100 

Mat 


brightly  enough,  and  there 
was  more  merger  activity  to 
maintain  interest,  but  buy* 
ers  withdrew  In  the  after- 
noon and  stocks  generally 
fen  by  about  L5  per  cent  In 
the  main  markets,  although 
there  were  individual  outper- 
formed and  selective  inter 
est  in  defensive  sectors. 

This  has  been  a theme  of 
the  tint  trading  days  of  the 
euro,  which  has  seen  a con- 
centration of  activity  in  the 


euro-zone  by  defensive- 
minded  investors,  according 
to  ABN  Amro. 

“With  earnings  estimates 
under  pressure  around  the 
-world,  investors  have  been 
searching  out  defensive  sec- 
tors and  stocks  hence  the 
rotation  into  areas  such  as 
telecoms,  pharmaceuticals 
and  financials,”  the  bank 
said  In  its  latest  strategy 
report  on  euro-zone  markets. 


“These  are  all  characterised 
by  stocks  large  enough  to 
top  the  size  range  in  most 
market  indices.” 

The  FTSE  Eurotop  300 
index  of  Europe's  leading 
stocks  fell  ISOS  to  1235.14 
yesterday,  while  the  FTSE 
Eurotop  ioo  index  fell  4&U 

to  2,86232. 

The  FTSE  Ebloc  index  of 
the  main  stocks  in  euro-zone 
bourses  dosed  1934  lower  at 
1.047.59. 
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. The  outstanding  performer 
was  the  tobacco  sector. 
Which  rose  8.4  per  cent  after 
the  takeover  at  Rothmans  by 
BAT  Industries.  Richemont, 
the  company  that  controls 
Rothmans,  jumped  €159.40  to . 
€1540.09,  while  BAT,  which 
is  paying  £5 Jfflm  for  the 
acquisition,  rose  €L20  to 
£8-94. 

Another  sector  to  go 
against  the  predominantly 
downward  trend  was  forest 
products,  which  climbed  3-8 
per  cent.  SCA  and  tJPM- 
Kymmene  both  added  €0.70 
to  close  at  €1930  and  €25.62 
respectively. 

In  a weaker  auto  sector, 
Volvo  slumped,  amid  disap- 
pointment that  Its  talks  with 
flat  might  not  lead  to  a dis- 
posal of  its  car  division.  The 
Swedish  group’s  A and  B 
shares  each  fell  €1.20  to  end 
respectively  at  €23-49  and 
€29.98,  while  the  Italian  com- 
pany was  €0.10  lower  at 

€3.14.. 
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Valeo 


STRONG  RISE  IN  1998  SALES:  +16.2% 


Valeo’s  1998  consolidated  sales  totaled 
FH:  39. S billion  (6  billion  euros)  against 
FFr  33.9  billion  (5.1  billion  euros)  in  1997,  up  by 
16.2%.  Tins  figure  incLudas,  for  the  4th  quarter 
1998.  sales  of  the  recently  acquired  activities  of 
ITT  and  excludes  the  KFr  400  million  in  1998 
sales  generated  by  the  recently  disposed  of 
display  and  fuel  tank  caps  activities. 

Annualised  sales,  based  on  the  Gump's  reporting 
entity  at  December  31st  1998,  stood  at  FR:  47 .6  billian. 
(7.3  billion  euros).  This  represents  an  average 
annual  growth  rale  of  1 9%  ovet  the  past  five  years. 


Europe  accounts  for  65%  of  annualized  sales. 
North  America  28%  and  the  rest  of  the  world  7%. 

1998  was  a year  in  which  Valeo  once  again 
largely  outperformed  the  automotive  market. 
The  Group  intends  to  pursue  its  profitable 
growth  strategy  in  1999. 

Valeo  will  announce  its  estimated  results  for  1998 
on  January  21st  1999. 
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Newpapws  A wapaanea  c«i  be 
recycled  to  make  more  newspapers. 
But  recycling  depends  on  a constant 
supply  of  new  fibres. 

TO  FIND  OUT  MORE  ABOUT  THE  USE  OF  RAW 
MATERIALS  IN  TOE  NEWSPAPER  INDUSTRY* 
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STOCK 


MARKETS 


Global  rally  stalls  in  spite  of  merger  talks 


WORLD  OVERVIEW 


Two  of  the  themes  that  have 
dominated  equity  trading  In 
early  1999  were  in  focus 
again  yesterday  - the  wave 
of  merger  activity  and  the 
weakness  of  the  dollar 
against  the  yen,  writes  Philip 
Coggan. 

Weekend  confirmation 
that  Flat  and  Volvo  were  in 
talks  was  followed  by  news 
of  a planned  merger  between 
tobacco  groups  BAT  and 
Rothmans,  hi  the  US,  there 


were  reports  of  a planned 
deal  between  Lucent  Tech- 
nologies and  Ascend  Com- 
munications. 

While  many  of  the  rfnaiq 
being  announced  or  planned 
are  nfl-premium  merges,  or 
are  being  undertaken  for 
defensive  reasons,  a flurry  of 
bid  activity  investors 
nervous  about  being  out  of 
the  market  And  there  was 
one  hostile  bid  yesterday, 
the  offer  from  Imatal  of 
France  for  English  China 
Clays  of  the  UK 


None  of  this,  however,  was 
able  to  sustain  the  rally  in 
global  stock  markets  which 
saw  all-time  highs  in  Wall 
Street  and  London  last  week 
and  rises  of  more  than  7 per 
cent  in  the  Paris  and  Frank- 
furt markets. 

Investors  may  have  been 
taking  profits  but  they  could 
also  have  been  distracted  by 
another  bad  day  for  the  US 
dollar,  which  hit  a 28-month 
low  against  the  Japanese 


yjn- 

Concems 


that  Japanese 


Investors  may  be  repatria- 
ting funds  have  been  weigh- 
ing on  the  US  Treasury  bond 
market,  which  dipped  a 
point  in  early  trading  yester- 
day. And  the  weakness  of  US 
Treasury  bonds  undermines 
the  valuation  case  for  Wall 
Street. 

Profit-taking  was  in  evi- 
dence on  the  US  market  in 
early  trading,  although 
pushed  forther 
and  the  mood  spread  to 
Europe,  where  the  CAC-40  in 
Paris  dropped  l per  cent  and 


the  Xetra  Das  in  Frankfort 
almost  2 per  cent  Another 
weak  German  economic  indi- 
cator, thin  Hmp  an  manufac- 
turing orders,  did  not  help 
sentiment 

Meanwhile,  the  latest  sur- 
vey than  Borson  Marstefler 
revealed  there  has  been  a 
substantial  «h*ft  in  opinion 
towards  emerging  markets. 

In  the  third  quarter  of 
■ 1998, 87  per  cent  of  managers 
were  negative  towards 
emerging  markets  and  13  per 
cent  wen  neutral,  but  in  the 


fourth  quarter  80  per  cent 
were  neutral  with  the  nega- 
tive proportion  dropping  to 
20  per  cent. 

However,  while  fond  man- 
gen  thought  emerging  mar- 
kets had  passed  their  lows, 
they  did  not  believe  the 
recovery  would  be  swift  and 
expected  further  volatility. 

The  most  favoured  mar- 
kets were  Poland  and  Argen- 
tina, while  Russia,  the  Czech 
Republic,  Pakistan  and 
Venezuela  were  the  least 
favoured. 


emerging  market  focus 

Budapest  tastes 
sweet  success 


Internet  shares  Profit-takers  hit  Frankfurt 
shine  as  Dow 
loses  ground 


AMERIGAS 

Another  powerful  rise 
among  internet  stacks 
helped  to  extend  the  latest 
powerful  rally  in  technology 
issues,  making  this  just 
about  the  only  sector  to 
escape  the  profit-taking  that 
took  hold  on  Wall  Street  yes- 
terday, writes  Richard 
Waters  in  New  York. 

The  retreat  had  wiped 
nearly  1 per  cent  from  the 
Dow  Jones  Industrial  Aver- 
age by  early  afternoon,  but 
still  left  the  average  around 
4 per  cent  higher  than  the 
level  at  which  it  started  the 
year.  The  Dow  was  down 
86.50  at  9,556.82. 

The  broader  Standard  & 
Poor’s  500  index  suffered  an 
even  bigger  decline,  slipping 
17.58  or  1.4  per  cent  to 
1,357.51.  Only  the  Nasdaq, 
powered  by  the  technology 
sector,  managed  to  continue 
its  rise,  adding  another  632 
during  the  morning  to 
2350.63. 

General  Motors  was  one  of 
the  few  stocks  in  the  Dow  to 
shake  off  the  profit-taking. 
The  shares  rose  $6ft  or 
nearly  8 per  cent  to  86%  after 
bullish  comments  from  ana- 
lysts at  J-P.  Morgan. 

The  gains  among  technol- 
ogy stocks  were  boosted  hi 
part  by  takeovers  following 
a report  in  the  Financial 
Times  yesterday  that  Lucent 
was  close  to  paying  more 
than  $16bn  for  fellow  tele- 
communications equipment 
maker  Ascend,  and  an 
announcement  that  Compaq 
was  to  buy  Shopping.com, 
an  internet  retailer. 

Ascend  jumped  $4$  to  $76 


on  the  news.  Lucent,  which 
announced  another  gmaiior 
acquisition  yesterday,  fell 
$3&  to  $112*.  • 

The  strong  run  in  Internet 
shares,  which  became  the 
highlight  of  last  week’s  mar- 
ket advance,  continued 
unabated.  Amazon.com, 
whose  market  value  climbed 
nearly  50  per  cent  last  week, 
rose  another  $13)}  during  the 
morning  to  $173)1. 

America  Online,  another 
of  the  new  hand  of  l&rgecap 
Internet  stocks,  jumped  $11% 
to  $156*  after  Merrill  Lynch 
issued  a positive  report  an 
the  company. 

Even  these  gains  were 
overshadowed  by  the  perfor- 
mance of  some  other  compa- 
nies in  the  internet  sector. 
ETrade,  an  internet  broker, 
announced  earnings  that 
showed  it  growing  strongly 
while  also  incurring  losses 
due  to  heavy  development 
costs.  Its  shares  rose  $10%  to 
$177%. 

TORONTO  was  easier  at 
midsession,  overhung  by  an 
air  of  uncertainty  about  the 
level  of  earnings  to  be  posted 
by  blue-chip  companies  later 
in  the  week.  The  TSE-300 
composite  index,  which 
climbed  5.3  per  cent  last 
week,  was  14.11  easier  at 
695432  in  volume  of  43.5m 
shares. 

Against  the  trend,  rinc 
miner  Cominco  climbed  60 
cents  to  C$19.60  on  the  back 
of  an  improved  outlook  for 
base  metals  prices. 

Cominco  was  hit  hard  last 
year  by  the  finanriai  crisis 
in  Asian  markets  and  the 
subsequent  collapse  of  rinr 
and  copper  prices. 


Debt  crisis  maintains 
tight  grip  on  Sao  Paulo 


SAO  PAULO  extended  its 
losses  in  early  afternoon  on 
worries  over  the  impact  of 
the  debt  moratorium  by  the 
state  of  Minas  Gerais  cm  the 
Brazilian  economy. 

The  Bovespa  index  tum- 
bled 492  or  7.3  per  cent  to 
6389  as  bellwether  Telebrds 
preferred  receipts  plunged 
more  than  8 per  cent  to 
RS8230. 

Analysts  noted  that  a 
protracted  stand-off  between 
the  state  and  federal  govern- 
ment over  the  Minas  Gerais 
debt  freeze  could  severely 


damage  the  government's 
efforts  to  introduce  fiscal 
reforms. 

BUENOS  AIRES  slid  3.1 
per  cent  as  worries  over 
developments  In  Brazil 
soured  the  mood.  The  Mer- 
val  index  was  1336  lower  by 
midsession  at  413.45. 

MEXICO  CITY  was  weak 
at  midsession  as  investors 
took  a cautious  approach  to 
a new  screen  trading  system 
that  has  replaced  open  out- 
cry. The  1PC  index  was  7330 
or  23  per  emit  lower  by  mid- 
session  at  3365.05. 


EUROPE 

Profit-taking  after  last 
week’s  sharp  gains  sent 
FRANKFURT  down  almost  2 
per  cent  and  the  Xetra  Dax 
index  closed  10434  lower  at 
5366.47. 

Banks  led  the  retreat. 
Drasdner  Bank  fell  €130  to 
€4130  after  its  chief  execu- 
tive was  reported  as  saying 
that  the  group’s  1998  profit 
from  investment  banking  fell 
about  25  per  cent  The  weak- 
ness spilled  over  to  the  rest 
of  the  sector,  leaving  Com- 
merzbank €1.10  lower  at 
€27.40  and  Deutsche -Bank 
€1J22  down  at  €55.60. 

Metro,  the  world’s  second 
largest  retailer,  which 
reached  an  all-time  high  of 
€78.50  last  Thursday,  fell 
€4.04  to  €67.70  after  WestLB 
cut  its  rating  on  the  stock, 
saying  new  accounting  rules 
had  underlined  the  low  earn- 
ings power  of  German  retail- 
ers. Karstadt  was  marked  €7 
lower  to  €423  in  sympathy 

Software  giant  SAP  made 
an  early  attempt  to  rally 
after  last  week’s  15  per  cent 
foil  following  disappointing 
1998  results.  But  by  the 
close,  the  shares  were  trad- 
ing €1030  lower  at  €34890. 

PARIS  consolidated  after 
quickly  abandoning  all 
hopes  of  an  early  rally.  By 
the  dose,  the  CAC-40  index 
had  risen  4332  to  430L90. 

Alcatel  was  a big  loser, 
down  €8.70  to  €115,  hit  by 
talk  of  a link-up  in  the  US  of 
Lucent  and  Ascend,  which 
would  provide  a competitive 
setback  for  the  French 
group. 

Construction  group  Saint- 
Gobain  sank  €5  JO  to  €128.40 
as  it  sought  to  play  down 
media  reports  highlighting 
radioactivity  in  Its  glass 
wool  products.  Levels  were 
well  below  European  regula- 
tory limits,  the  group  said. 

Michelin  rose  €2.30  to 
€3430,  driven  by  consolida- 
tion hopes  in  the  European 
motor  industry.  Renault  was 
another  winner,  putting  on 
76  cents  to  €42.07. 

ZURICH  lost  ground.  In 
line  with  its  neighbours,  and 
by  the  close  the  SMI  index 
was  1693  or  23  per  cent 


lower  at  7,464.4.  ABB  was 
among  the  few  blue-chip 
winners,  adding  SFr8  to 
SFbl.656,  still  profiting  from 
last  week's  news  that  the  US 
authorities  had  approved  Its 
acquisition  of  Bailey. 

Among  second-liners, 
Richemont  shot  SFr250  or  11 
per  cent  higher  to  SFr2,480 
on  news  of  the  proposed 
merger  between  British 
American  Tobacco  and  Roth- 
mans International.  After 
the  transaction,  Richemont 
will  own  35  per  cent  of  the 
merged  group. 

STOCKHOLM  ended  lower 
after  a mixed  day  that  saw 
Volvo  down  sharply  and 
cyclical  stocks  riding  high. 
The  general  index  fell  53.41 
or  L6  per  emit  to  333091, 
stopping  a rally  that  resulted 
in  a 43  per  emit  rise  in  the 
market  last  week. 

Volvo  ended  SKrl330  or 
59  per  cent  down  at  SKr217 
after  it  emerged  the  sale  of 
its  car  division  might  be  for 
ther  away  than  investors 
expected.  The  company 
revealed  it  was  in  talks  with 
Fiat,  the  Italian  carmaker 
but  alidad  that  the  discus- 
sions were  only  part  of  a 
wide-ranging  review  of  possi- 
ble fates  of  the  division. 

The  steel  and  forestry  sec- 
tors performed  strongly. 
Store  Enso,  the  forestry 
group,  gained  SKr3  or  4.4  per 
cent  to  SKi€730  and  SSAB, 
the  steelmaker,  SEr4  or  4.7 
per  cent  to  SKr89. 

MILAN  fell  in  line  with 
other  European  markets  as 
investors  took  profits  on  a 
day  of  low  volumes. 


The  MThtpi  index  lost  523 
or  2.1  per  cent  to  dose  at 
24,655,  compared  with  its 
closing  level  of  25392  on 
Tuesday  last  week. 

Fiat  shed  L7  per  cent  after 
Volvo,  the  Swedish  car- 
maker,  announced  the  two 
companies  were  In  talks. 
Fiat,  which  gave  ground  last 
week  on  worries  about  its 
exposure  to  the  Brazilian 
market,  closed  5.6  cents 
down  at  €3.19. 

Alitalia,  the  airline,  rose 
against  the  trend  after  it 
announced  that  kt.m,  the 
Dutch  airline  with  which  it 
has  a cooperation  arrange- 
ment, bad  held  talks  on 
«*gridmf  operational  agree- 
ments with  US  carriers.  Alit- 
alia ended  7.1  cents  or  2.1 
per  cent  higher  at  €3.45. 

AMSTERDAM  fell  sharply 
as  financial  stocks  per- 
formed poorly.  The  AEX 
index  opened  1A  per  cent  up. 


but  midad  1330  or  2.4  per 
cent  down  at  54537.  Fortis, 
the  financial  group,  fell  €2.15 
or  53  per  cent  to  €3530  after 
announcing  it  planned  to 
issue  more  shares  to  raise 
money  for  acquisitions. 

BRUSSELS  featured  a 16.4 
per  cent  surge  in  non-ferrous 
metals  group  Union  Mini  fere 
after  the  company  said  it 
would  implement  a pro- 
gramme to  buy  back  its  own 
shares.  After  a peak  of 
€32.70,  the  shares  settled 
back  to  close  at  €3L65,  still 
€4.45  higher  on  the  day. 

The  Bel-20  index  gave  up 
33.66  to  334030.  weighed 
down  by  a 33  per  cent  foil  in 
Fortis  after  the  Dutch  arm  of 
the  Dubch-Belgian  financial 
group  said  it  would  issue 
nim  shares  partly  to  finance 
Hw>  purchase  of  Belgium's 
CGER/ASLK  bank.  Fortis 
lost  €136  to  €3434. 

LISBON  reversed  opening 
gains  weighed  down  by 
weakness  in  Portugal  Tele- 
com on  concerns  over  its 
exposure  to  Brazil.  The  BVL 
general  Index  lost  4233  to 
5,13493  as  PT  fell  €138  to 
€4800  . 

EDP  broke  through  strong 
resistance  at  €30  as  the  mar- 
ket welcomed  the  utility's 
plans  to  speed  up  the  pace  of 
staff  reductions  to  compen- 
sate for  sharp  1999  tariff 
cuts.  The  shares  fiwishad  79 
cents  higher  at  €20.48. 

Written  and  edited  by  kBcbael 
Morgan,  Michael  Peel,  Peter 
Ital  and  Paid  Grogan 


Across  the  square  from  the 
Budapest  stock  exchange 
standstbe  elegant  Gerbeaud 
coffee  house.  Packed  in  sum- 
mer, seats  these  days  are 
Plentiful  as  January’s  leaden 
skies  drive  away  the  tour- 
ists. 

But  on  the  bourse,  non- 
Magyar  investors  don’t  seem 
put  off.  “There  was  quite  an 
attack,  with  huge  turnover 
last  week  - over  Ft20bn 
($90m)  both  trading  days, 
says  Gyula  Pleschinger, 
executive  of  OTP  Secu- 
rities. "Foreign  institutions 
have  bigger  books  for  Hun- 
gary this  year." 

Others  agree.  Although 
the  Budapest  index,  the  Bux, 
yesterday  slipped  10199  to 
6341.09,  down  13  per  cent, 
that  follows  a jump  of  10  per 
cent  last  week.  Then,  in  only 
two  days  of  trading,  Buda- 
pest made  up  for  a longer 
hiatus  than  most  markets  to 
follow  the  bullish  European 
mood  after  the  introduction 
of  the  single  currency. 

Blue  chips,  such  as  tele- 
com Matav  and  Gedeon 
Richter,  a pharmaceuticals 
company,  both  outperformed 
to  drag  the  Bux  up. 

"Feelings  are  now  quite 
positive.  In  terms  of  emerg- 
ing markets,  Hungary  is  well 
placed,”  says  Katalin  Dani, 
equities  analyst  with  CA  IB 
Securities. 

Ms  Dani  reasons  that  Hun- 
gary, Poland  and  Slovenia 
are  first  in  the  queue  to  ben- 
efit from  post-euro  enthusi- 
asm. These  three  stand  out, 
slip  says,  as  fund  managers 
now  distinguish  between 
emerging  and  converging 
markets. 

Nor  are  equities  alone  in 
attracting  foreign  attention. 
Lower  inflation  forecasts  - 
central  bank  president 
Gyorgy  Suranyi  forecast  1999 
inflation  to  average  89  per 
cent  - have  underpinned  in- 
flows to  the  bond  market 

At  the  fixed  income  desk 
at  CA  IB,  analyst  Csaba 
Ludanyi  says  yields  on  gov- 
ernment five-year  paper 
have  tumbled  in  recent 
weeks  from  about  143  per 
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cent  in  December  to  11.73 
per  cent.  “That’s  a huge 
fell,”  Mr  Ludanyi  says. 

It  is  also  very  favourable 
for  the  10-year  state  bond 
due  to  be  issued  on  Thurs- 
day. the  first  in  the  region, 
which,  says  Mr  Ludanyi,  is 
attracting  considerable  for- 
eign interest.  "After  the  auc- 
tion. there  will  be  huge  turn- 
over and  then  investors  wifi 
hold  them.  They  will  disap- 
pear from  the  market." 

All  very  well,  but  with 
bond  trading  largely  con* 
fined  to  the  OTC  market, 
tbese  developments  may 
seem  to  have  little  bearing 
on  the  BSE.  They  do.  how- 
ever, mean  the  near-dormatf 
corporate  paper  market  fc 
set  for  some  new  issues  this 
year,  which  are  likely  to  be 
traded  on  the  bourse,  adding 
diversity  and  liquidity. 
"Some  of  the  biggest  Hun- 
garian companies  are  in  the 
frame  for  corporate  issues," 
said  one  broker. 

Short  term,  at  least,  the 
outlook  is  good  but  while 
some  new  issues,  such  as  IT 
company  Synergon.  are 
expected  to  enliven  the  mar- 
ket, the  second  half  of  the 
year  is  less  predictable. 
Uncertainties  in  west  Euro- 
pean economies  could  hit 
exports,  analysts  say. 

Come  the  summer,  it  could 
mean  the  sweetest  things 
around  for  foreigners  may  be 
the  cakps  in  Gerbeaud. 
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Tobacco  lights  up  all  share 


SOUTH  AFRICA 


Hefty  gains  in  Remgro  and 
Richemont  on  news  that 
their  Rothmans  Interna- 
tional unit  was  to  merge 
with  British  American 
Tobacco  hoisted  Johannes- 
burg to  a two-month  high. 

The  overall  index  gained 


613  to  53803.  A R9.70  surge 
in  Richemont  to  R1Q2.40  and 
Remgro's  R295  advance  to 
R42.75  lifted  the  industrial 
index  where  they  are  heavily 
weighted  123.4  to  63083. 

Golds  slipped  39  to  9583 
as  bullion  failed  to  extend  its 
rise  much  above  the  $290  an 
ounce  leveL 


Forex  volatility  dents  Tokyo 


^PACIFIC 

Concerns  about  volatility  In 
the  foreign  exchanges  sent 
TOKYO  lower  although  a 
lack  of  Incentives  kept  trad- 
ing muted,  writes  Michiyo 
Nakamoto. 

The  Nikkei  225  average 
lost  a modest  2333  to  dose 
at  13,368.48  after  moving 
between  a high  of  13,45239 
and  a low  of  1832433. 

The  broad-based  Topix 
index  of  all  listed  shares 
dropped  1.06  to  1,057.34, 
while  the  Nikkei  300 
declined  031  to  20934. 

However,  trading  was 
quiet,  with  volume  of  304m 
shares  compared  with  359m 
on  Friday.  While  the  yen’s 
firmer  tendency  and  further 
bad  news  for  the  banking 
sector  continued  to  affect 
the  market,  there  was  little 
to  provide  strong  direction. 

Despite  the  overall  foil  in 
share  prices,  advancing 
issues  outnumbered  those 
retreating  572  against  475, 
while  221  were  unchanged. 

Many  high-tech  stocks 
were  shunned  as  a result  of 
the  stronger  yen.  The  Japa* 
nese  currency  hovered  dan- 
gerously close  to  the  Y110 
level  for  most  of  the  day, 
then  hit  Y109  after  the  mar- 
ket dosed. 

Sony  dropped  YllO  to 
Y7,48Q  and  TDK  declined 
Y100  to  Y9300.  It  was  the 
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eighth  consecutive  day  of 
declines  fin1  Sony. 

On  the  other  hand,  some 
technology  Issues  were  sup- 
ported by  a firm  perfor- 
mance on  Wall  Street 
NEC  rose  Y26  to  YU05, 
Fujitsu  gained  Y21  to  Y1.509 
and  Softbank  hit  a record 
high  of  Y8350  before  ending 
up  Y820  at  Y8340.  Mitsubishi 
Electric  was  the  second  most 
actively  traded  issue  and 
gained  Y14  to  Y364. 

Integrated  electronics 
makers  were  also  supported 
by  growing  optimism  that 
semiconductor  makers 
would  see  a turnaround  in 
prices.  In  addition  to  the 
boost  for  Fujitsu  and  NEC, 
Hitachi  rose  Y4  to  Y743  and 
Toshiba  gained  Y12  to  Y691. 
KUALA  LUMPUR  respon- 


ded positively  to  the  cabinet 
reshuffle  announced  last  Fri- 
day with  the  composite 
index  ending  6.76  or  LI  per 
cent  up  at  598.46. 

The  best  performing  stock 
was  Dewina,  a food  and 
catering  company  controlled 
by  members  of  the  family  of 
Abdullah  Ahmad  Badawi, 
who  was  appointed  deputy 
prime  minister.  The  shares 
closed  MS136  or  57  per  cent 
higher  at  MS3.76. 

Other  stocks  fell  on  disap- 
pointment that  Tengku 
Razaleigh  Hamzah,  the  for- 
mer finance  minister,  was 
not  awarded  a cabinet  post. 
Malayan  United  Industries, 
whose  chief  executive  is 
dose  to  Mr  Razaleigh.  fell  13 
cents  or  133  per  cent  to  853 

cents. 

SEOUL  closed  sharply 
higher  on  heavy  volume 
after  the  central  bank  fore- 
cast the  economy  would 
grow  faster  this  year  than 
the  expected  rate  of  33  per 
cent 

Foreign  investors  and 
mutual  funds  were  active, 
contributing  to  a rise  of  14.62 
or  23  per  cent  in  the  com- 
posite index.  The  index 
ended  at  a 15-month  high  of 
64095. 

Bine  chips  attracted  most 
attention.  The  drugs  and 
medicines  index  performed 
particularly  strongly,  gain- 
ing as  per  cent 


BOMBAY  pulled  back 
from  six-month  Intraday 
highs  as  profit-taking  set  In 
after  the  market  had 
notched  up  sharp  gaina  early 
in  the  day.  The  BSE-80  index 
pulled  back  from  3315.49  to 
close  35.16  higher  at  3,43390. 

Dealers  said  speculators 
unwound  their  positions 
when  expected  volumes  of 
foreign  fond  fraying-  fnflori  to 
materialise.  Index  heavy- 
weights were  particularly 
hard  hit  when  local  funds 
also  turned  sellers. 

Against  the  trend,  motor 
manufacturers  were  higher 
on  hopes  that  a 10  per  cent 
cut  in  retail  diesel  prices 
would  boost  truck  and  trac- 
tor sales.  Tata  Engineering 
and  Locomotive  Company 
rose  Rsl690  to  Rs223  and 

Ashok  Leyland  gained  Bs235 

to  HS4635. 

HONG  KONG  turned 
lower  on  news  of  a pending 
share  placement  by  New 
World  Development 

The  Hang  Seng  index 
closed  88.43  lower  at 
10,63437,  with  sentiment 
also  bruised  by  news  that 
China’s  Guangdong  Interna- 
tional Trust  and  investment 
Corp  would  seek  bank- 
ruptcy. 

New  World  Development 
traded  20  cents  higher  to 
HK$2Q95  before  the  shares 
were  suspended  at  the  com- 
pany’s request 
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NEW  MEDIA  AND 
BROADCASTING 

The  1 7th  Annual  FT  World  New  Media 
and  Broadcasting  Conference 

3 & 4 March  1999,  London 

The  1 7tii  Annual  FT  World  New  Media  and  Broadcasting  Conference 
will  discuss  the  continuing  development  of  the  digital  market  from 
both  a European  and  US  perspective,  six  months  after  the 
launch  of  the  UK  satellite  and  terrestrial  digital  platforms. 
Select  heads  of  industry  will  discuss  post-launch 
experiences;  market  opportunities  for  new  entrants;  the 


impact  of  competition  on  the  existing  networks;  new 
technologies;  regulation  gatekeepers  and  convergence; 
finance;  and  interactive  services  amongst  other  topics. 
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To  register  NOW  fax  this  form  to  us  on:  +4-4  (0)1  7 | 873  3Q67 

FT  Conferences.  Number  One  Southwark  Bridge  London  SF  r V,Sit:  www.ftconfcrence$.c 

VHLr  UK  Tel:  +44  (0)171  873  3 
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DISTINGUISHED  SPEAKERS  INCLUDE 

Mr  lan  West 

Managing  Director 
Sky  Entertainment 

Mrltonjr  IBdcy 

Chief  Executive 

Teieuett  Communications  pic 

Mr  Roman  n—f*** 

Director  General 
Chairman  of  the  Management  Commoner 
Soctftf  dcs  Enropienne  det  Satellites 

Mr  MBaFBnt 

President 

Sony  Broadcast  & Professional  Europe 

Mr  Martin  Bangsmann 

Member  of  die  European  Commission 

Mr  Peter  Rogers 

Chief  Executive 
Independent  Television  Commission 


